
This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 
to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 
to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 
are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other marginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 
publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing this resource, we have taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 

We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain from automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attribution The Google "watermark" you see on each file is essential for informing people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liability can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 



at |http : //books . google . com/ 




REAUTHORIZATION OF EXISTING 
PUBUC HEALTH SERVICE ACT 
PROGRAMS 



Ptl'BL 



HEARING 

BEFORE THE 

SUBCOMMITTEE ON 
HEALTH AND ENVIRONMENT 

or THE 

COMMITTEE ON COMMERCE 
HOUSE OF REPRESENTATIVES 

0>fE HUNDRED FOURTH CONGRESS 
SECOND SESSION 



STANFORD 
UBRARIES 



AUGUST I, 1996 



Serial No. 104-116 



Printed for the use of the Committee on Commerce 




£7-06400 



VM. GOVERNMENT PRTNTING OFFICE 
WASHINGTON : IflW 



For sale by the U.S. Govemmeni !*rinting Office 
SupBontendent of Doctxments, Congresiaonai Sales OfTioe, Washington, DC 20402 

ISBN 16-063734-7 DEC 4 1996 



StantonJ Unrvifroity 

JORi 

Digitized by ^ 






COMMITTEE ON COMMERCE 
THOMAS J. BULEY, Jr., VirsiiiU, Chairman 



CARLOS J. MOORHEAD, California, 
Vtof Chainnan 

W.J. ^^ILLY** TAUZIN, Louiuana 
..JACK FVEW8, Texas 
^4tL(in^ll^:, OXLEY, Ohio 



MdCH^L BIURAKIS, Florida 
rjMK iCHfJSPER, Colorado 
•40E BART^, Texaa 
J. DENNIS HASTERT, Illinois 
FRED UPTON, Michigan 
CUFF STEARNS, Florida 
BILL PAXON, New York 
PAUL E. GILLMOR, Ohio 
SCOTT L. KLUG, Wisconsin 
GARY A. FRANKS, Connecticut 
JAMES C GREENWOOD, Pennsyhrania 
MICHAEL D. CRAPO, Idaho 
CHRISTOPHER COX, California 
NATHAN DEAL, Georgia 
RICHARD BURR, North Carolina 
BRIAN P. BILBRAY. CaUfomia 
ED WHITPIELD, Kentucky 
GREG GANSKE, Iowa 
DAN FRISA, New York 
CHARLIE NORWOOD, GeorgU 
RICK WHITE. Washington 
TOM COBURN. Oklahoma 



JOHN D. DINGELL, Michigan 

HENRY A. WAXMAN, CaUfomia 

EDWARD J. MARKEY, Massachusetts 

CARDISS COLLINS, Illinois 

RALPH M. HALL, Texas 

BILL RICHARDSON, New Mexico 

JOHN BRYANT, Texas 

RICK BOUCHER, Virginia 

THOMAS J. MANTON, New York 

EDOLPHUS TOWNS, New York 

GERRY E. STUDDS, Massachusetts 

FRANK PALLONE, Jr., New Jersey 

SHERROD BROWN, Ohio 

BLANCHE LAMBERT LINCOLN, Ariumsas 

BART GORDON, Tennessee 

ELIZABETH FURSE, Oregon 

PETER DEUTSCH, Florida 

BOBBY L. RUSH, Illinois 

ANNA G. ESHOO, Califorma 

RON KLINK, Pennqdvania 

BART STUPAK, Michigan 

EUOT L. ENGEL, New York 



Jambs E. Dbrdbsian, Chief of Staff 

Charub L. INGBBRBT90N, Gmerol Countel 

Alan J. fUrm, Miiwriiy Staf^ Director and Chief Counael 



SUBCXMOOnCB ON HEALTH AND EKVTBONMEST 
MICHAEL Rn.TRAKTS, Fkrida. Chairman 



J. DENNIS HASTERT. Dlinoia, 

Vice Chairman 
JOE BART(»i. Tttns 
FRED UPTON. Ifidiigan 
CUFF STEARNS, Florida 
SCOTT L. KLUG, WiKnoain 
GARY A. FRANKS, Connecticut 
JAMES C. GREENWOOD, Pennqdvania 
RICH ARD BU RR> North Carolina 
ED WHITFIELD, Kentucky 
BRIAN P. BILBRAY. Cahfomia 
GREG GANSKE, Iowa 
CHARLIE NORWOOD. GeorgU 
TOM COBLIKN. Oklahoma 
THOMAS J. BULEY. JlL. \lrgima. 

lEx Officio^ 



HENRY A. WAXMAN. Cahforma 
SHERROD BROWN. Ohio 
BLAN CHE LAMBERT LINCOLN, AriLansas 
PETER I^UTSCH, Fkirida 
BART STUPAK, Ifidiigan 
EDOLPHUS TOWNS. New York 
RALPH M HALL, Texas 
BILL RICHARDSON, New Mexico 
JOHN BRYANT. T«xas 
GERRY E. STLDD6, MassAdiuaects 
FRANK PALLONE. JiL. New Jersey 
JOHN D. DINGELL, Bifidiigan 
(Ex Officio) 



(W 



Digitized by 



Google 



COMMITTEE ON COMMERCE 



THOMAS J. BLILET, JR., Virginia, Chairman 

CARLOS J. MOORHEAD, CaUfornia, 

Vice Chairman 
W.J. •3ILLY" TAUZIN, Louisiana 
^, JACK FIEpS, Tezafl 



'4a0H^i/ii.:b)6LEY, Ohio 
liVO^SsL BILIRAKIS, Florida 

T.S))!^: SiCI^BFER, Colorado 
-JOE BART&I. Texaa 
J. DENNIS HASTERT, Illinois 
FRED UPTON, Michigan 
CLIFF STEARNS, Florida 
BILL PAXON, New York 
PAUL E. GILLMOR, Ohio 
SCOTT L. KLUG, Wisconsin 
GARY A. FRANKS, Connecticut 
JAMES C. GREENWOOD, Pennsylvania 
MICHAEL D. CRAPO, Idaho 
CHRISTOPHER COX, CaUfomia 
NATHAN DEAL, Georgia 
RICHARD BURR, North CaroUna 
BRIAN P. BILBRAY, CaUfomia 
ED WHITFIELD, Kentucky 
GREG GANSKE, Iowa 
DAN FRISA. New York 
CHARLIE NORWOOD, Georgia 
RICK WHITE, Washington 
TOM COBURN, Oklahoma 



JOHN D. DINGELL, Michigan 

HENRY A. WAXMAN, CaUfomia 

EDWARD J. MARKEY, Massachusetts 

CARDISS COLLINS, lUinois 

RALPH M. HALL, Texas 

BILL RICHARDSON, New Mexico 

JOHN BRYANT, Texas 

RICK BOUCHER, Virginia 

THOMAS J. MANTON, New York 

EDOLPHUS TOWNS, New York 

GERRY E. STUDDS, Massachusetts 

FRANK PALLONE, Jr., New Jersey 

SHERROD BROWN, Ohio 

BLANCHE LAMBERT LINCOLN, Arkansas 

BART GORDON, Tennessee 

ELIZABETH FURSE, Oregon 

PETER DEUTSCH, Florida 

BOBBY L. RUSH, IlUnois 

ANNA G. ESHOO, CaUfomia 

RON KLINK, Pennsylvania 

BART STUPAK, Michigan 

ELIOT L. ENGEL, New York 



James E. Derderian, Chief of Staff 

Charles L. Inoebretson, General Counsel 

Alan J. Roth, Minority Staff Director and Chief Counsel 



Subcommittee on Health and Environment 

MICHAEL BILIRAKIS, Florida, Chairman 



J. DENNIS HASTERT, IlUnois, 

Vice Chairman 
JOE BARTON, Texas 
FRED UPTON, Michigan 
CLIFF STEARNS, Florida 
SCOTT L. KLUG, Wisconsin 
GARY A. FRANKS, Connecticut 
JAMES C. GREENWOOD, Pennsylvania 
RICHARD BURR, North CaroUna 
ED WHITFIELD, Kentucky 
BRIAN P. BILBRAY, CaUfomia 
GREG GANSKE, Iowa 
CHARLIE NORWOOD, Georgia 
TOM COBURN, Oklahoma 
THOMAS J. BLILEY, Jr., \rirginia, 

(Ex Officio) 



HENRY A. WAXMAN, CaUfomia 
SHERROD BROWN, Ohio 
BLANCHE LAMBERT LINCOLN, Arkansas 
PETER DEUTSCH, Florida 
BART STUPAK, Michigan 
EDOLPHUS TOWNS, New York 
RALPH M. HALL, Texas 
BILL RICHARDSON, New Mexico 
JOHN BRYANT, Texas 
GERRY E. STUDDS, Massachusetts 
FRANK PALLONE, Jr., New Jersey 
JOHN D. DINGELL, Michigan 
(Ex Officio) 



(II) 



Digitized by 



Google 



CONTENTS 

Pag0 

Testimony of: 

Glover. Robert W., Executive Director, National Association of State Men- 
tal Health Program Directors 42 

Gustafson, John S., Executive Director, National Association of State 
Alcohol and Drug Abuse Directors, Inc 33 

Hendershott, Velma, Chief Executive Officer, Intercare Community 
Health Network 25 

Lee, Philip R., Assistant Secretary for Health, Department of Health 
and Himian Services, accompamed by Ciro Simiaya, Administrator, 
Health Resources and Services Administration and Frank Sullivan, 
Associate Administrator, Substance Abuse and Mental Health Services 
Administration 3 

O'Connell, James, Director, Boston Health Care for the Homeless Pro- 
gram 37 

(HI) 



Digitized by 



Google 



Digitized by VrrOOQlC 



REAUTHORIZATION OF EXISTING PUBLIC 
HEALTH SERVICE ACT PROGRAMS 



THURSDAY, AUGUST 1, 1996 

House of Representatives, 
Committee on Commerce, 
Subcommittee on Health and Environment, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:10 a.m., in room 
2123, Raybum House Ciffice Building, Hon. Michael Bilirakis 
(chairman) presiding. 

Members present: Representatives Bilirakis, Upton, Burr, 
Ganske, Cobum, Stupak, and Richardson. 

Staff present: Meloay Hamed, mcgority counsel and Kay 
Holcombe, minority counsel. 

Mr. Bilirakis. Good morning, this morning's hearing will focus 
on two key issues in the Public Health Service Act>— the four health 
centers programs and the administration's proposal regarding sub- 
stance aouse and mental health Performance Partnership Grants. 

As you all know, I and all the members of the committee have 
been strong and enthusiastic supporters of the health centers pro- 
grams for many years. I hope that we will be able to move expedi- 
tiously to reauthorize these programs early in September. 

We also hope to learn more about the administration's proposal 
regarding substance abuse and mental health Performance Part- 
nership Grants. Because of the obstacles facing a reauthorization 
of SAMHSA and enactment of PPG's this Congress, I understand 
the administration was interested in pursuing a demonstration au- 
thority to permit 10 States to volunteer to participate. I hope the 
administration and the State substance abuse ana mental health 
directors can shed further light on this proposal. 

I want to thank all the witnesses for their participation on very 
short notice and I look forward to your testimony. 

[The prepared statements of Hon. Fred Upton, Hon. Cliff 
Steams, and Hon. Henry A. Waxman were received for the record:] 

Prepared Statement of Hon. Fred Upton, a Representative in Congress from 

THE State of Michioan 

Thank you, Mr. Chairman, and I will be brief. 

I want to thank jrou for holdinp; this hearins today, as this is the first step toward 
reauthorizing certain sections ofthe Public Health Service Act With the successes 
reported today by the conferees on Safe Drinking Water and Health Care refonn, 
I am beginning to believe that we will be able to find a way to reauthorize the PHS 
program this year. I think it will be another feather in tne cap of this Congress. 

I also want to welcome our witnesses today, especially Velma Hendershott, the 
CEO of InterCare Community Health Network. This program is plays a very ixnpor- 
tant role in my district, and I want to thank her for all of her hard work. InterCare 

(1) 
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is proof that community health care centers are a vital link in our health care deliv- 
ery system, providing high quality care for a low price to the poorest among 
us.Thank you, Mr. Chairman, and I yield back the balance of my time. 



Prepared Statement of Hon. Cuff Stearns, a Representative in Congress 
FROM the State of Florida 

Mr. Chairman, thank you for holding this hearing today on the reauthorization 
of community health centers, migrant health centers, homeless health centers and 
health centers for residents of public housing. 

Those of us who represent rural areas know the important role such community 
health centers play in delivering health care to rural and lu'ban undeserved areas. 
Not only do these centers fill the needs of communities, which otherwise would go 
without necessary care, but community health centers are also cost-effective and ef- 
ficient in the services delivered. 

I have visited several community health centers in my district and was impressed 
with what they have achieved. Granted they do receive assistance fix)m the govern- 
ment through Medicare and Medicaid, but they also obtain funding fi*om a variety 
of other sources, including grants, private insurance, state and local government 
programs, private donations, and fix)m patients who can afford to pay. 

leaking our lead from the administration we will move to consolidate these foiu* 
programs in an effort to streamline and reduce the administrative burdens while 
providing accountability for the programs. 

We will also consider the proposcu made by the administration to replace the cur- 
rent substance abuse prevention and treatment block grant with a substance abuse 
performance partnership grant. I look forward to hearmg fix)m our witnesses today. 



Prepared Statement of Hon. Henry A. Waxman, a Representative in Congress 
FROM THE State of Caufornia 

Mr. Chairman, I am pleased that we have an opportunity today to hear fix)m the 
administration and others about priorities for reauthorizing Public Health Service 

Programs. We will hear about the need for action in several important areas, and 
hope we can move forward at least with legislation about which there is agreement 
among all parties. 

I also don't want to leave the impression that programs we are not able to reau- 
thorize in this session of Congress are not important and worthy or our consider- 
ation. 

I know you agree with me that there cu*e many excellent public health pro-ams 
the subcommittee would consider if not for the press of time and other business. 
These include programs of the National Institutes of Health and the Indian Health 
Service; the organ and bone marrow transplantation programs; and a number of 
CDC activities. 

I do believe we should move forward with legislation that can be accomplished in 
the time left and, in particular, that we should deal with the reauthorization of the 
community, migrant, and homeless health centers programs. The administration 
has proposed a consolidation of these programs based on the belief that a more flexi- 
ble approach to funding will allow the centers to provide services more effectively 
and emdentiy. I support this approach. It is included in legislation introduced by 
my colleague from New Mexico, Mr. Richardson and, I understand, has been in- 
duded in a bill reported by the Senate Labor and Human Resources Committee. To- 
days witnesses will reinforce that this is a good idea, so long as it ensures appro- 
priate service delivery for all the populations these centers now serve. 

Mr. Chairman, health centers have been a mainstay for providing health care for 
some of the most vulnerable people in our country — ^medically unaerserved people 
and communities, for whom traditional health care access is neither a reality nor 
a possibility. While many health center clients have their health care paid for 
through Medicaid and some have minimal private insurance, many of these people 
have no insurance and no way to pay for nealth care. For those people, the only 
chance comes when they walk through the doors of a federally funded health center. 

Today, health centers serve more than 7.6 million people, 66% of whom are below 
the poverty level. These centers provide much neeaed prenatal care for pregnant 
women and preventive and other health services that are absolutely essential for 
chQdren in their first few years of life. 

Health centers are integral parts of the communities where they are located, and 
they tailor their approaches to the spedal needs and circumstances of these commu- 
nities. They have been integral to the ability of communities to develop health care 
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and social support systems to address needs of poor pregnant women and infants, 
migrant and seasonal farm workers, homeless persons, residents of public housing, 
the elderly, and school-aged children. 

Increasingly, health centers are recognizinf; the importance of forming networks 
of care not only among themselves but fiso with State and local health agencies and 
the private sector. Each year, as we wiU hear today, more health centers become 
involved with managed care organizations so that they can remain effective provid- 
ers in their localities. However, in some areas there are difficulties in ensuring that 
health centers can retain their abilitsr to serve hiffh-risk, low-income, culturally di- 
verse clients as they become partners in integratea service delivery q^tems. 

I hope that as we consider reauthorization of the health centers programs, Mr. 
Chairman, we will view this not only as an opportunity to demonstrate continuing 
congressional support for these important health care providers, but also as a 
chance to assist centers in becoming more efficient and enective in providing care. 

I look forward to the testimony of our witnesses today, and to working towsurd leff- 
islation that reauthorizes federally funded health centers and other public healm 
programs we support. 

Mr. BiLiRAKis. I would now like to call up the first panel. Dr. 
Philip Lee, Assistant Secretary for Health in the Department of 
Health and Human Services, is accompanied by Dr. Giro Sumaya, 
Administrator, Health Resources and Services Administration, and 
Frank Sullivan, Associate Administrator, Substance Abuse and 
Mental Health Services Administration. 

Welcome Dr. Lee. 

STATEMENT OF PHILIP R. LEE, ASSISTANT SECRETARY FOR 
HEALTH, DEPARTMENT OF HEALTH AND HUMAN SERVICES, 
ACCOMPANIED BY CIRO SUMAYA, ADMINISTRATOR, HEALTH 
RESOURCES AND SERVICES ADMINISTRATION, AND FRANK 
SULLIVAN, ASSOCIATE ADMINISTRATOR, SUBSTANCE ABUSE 
AND MENTAL HEALTH SERVICES ADMINISTRATION 

Mr. Lee. Mr. Chairman and members of the subcommittee, it is 
a pleasure to be with you this morning to discuss pending Public 
Health Service hills and our priorities for reauthorization during 
this Congress. I am accompanied by Dr. Giro Sumaya, Adminis- 
trator of the Health Resources and Services Administration 
(HRSA), and Dr. Frank Sullivan, Associate Administrator of the 
Substance Abuse and Mental Health Services Administration 
(SAMHSA). 

On March 3, 1995, we forwarded to the Congress a proposal to 
reauthorize and consolidate four programs of the Health Resources 
and Services Administration; Community Health Centers; Migrant 
Health; Health Care for the Homeless; and Health Care for Kesi- 
dents of Public Housing. 

Established by Congress to address defined sets of needs in a 
specific way, the healtn centers programs have for almost 30 years 
enectively responded to the challenges of medical underservice and 
assured access for millions of underserved and uninsured individ- 
uals. In response to today's changing health care environment, the 
health centers have become increasingly involved in managed care 
arrangements and have developed networks of care with other com- 
munity partners. Whether today, or in the future, health centers 
will continue to play a critical role in the delivery of services to un- 
derserved and vulnerable populations. 

Reauthorization of these health center projpams is critical. The 
centers provide a medical home for millions of underserved and un- 
insured people, assuring access to cost-effective, high quality pre- 
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ventive and primary care services and improving the health status 
of the Nation's underserved and vulnerable popmations. 

Although we have recently witnessed many changes in the fi- 
nancing and delivery of health care services — ^for example, the 
rapid growth of managed care and the a'^celerated development of 
health care networks — ^there are still many people who lack access 
to basic primary and preventive care services. These individuals 
are disproportionately poor and minority, lack adequate or do not 
have any health insurance, all of which combine to result in sicker 
patients and more expensive treatment and care. Further, these in- 
dividuals face geographic and cultural barriers, as well as health 
provider shortages. 

HRSA's health centers programs are an important part of ad- 
dressing this problem. Currently, a Federal health center invest- 
ment of approximately $750 million leverages a $2 billion net- 
work — including Medicare and Medicaid billings— -of over 700 orga- 
nizations and 2,100 service delivery sites, providing services to over 
7.7 million people. This health center investment has acted as the 
safety net for millions of people otherwise at risk for poor health 
outcomes. 

Health Centers across the country are responding to the rapid 
changes in today's health care marketplace. In particular, health 
centers are recognizing the critical importance of^ forming or being 
a part of an integrated system of health delivery in order to con- 
tinue serving their patients under managed care arrangements. 
The trend within the health care industry, in general, and the 
States, in particular, has been a movement toward managed care. 

Health centers have responded to this trend by participating in 
the development of networks. The basic premise of health center 
involvement in integrated service networks is that as the deliveiy 
of services moves toward managed care arrangements for the Med- 
icaid population, health centers must participate in these arrange- 
ments in order to assure access for underserved individuals. As of 
July 1996, approximately 450 health centers are involved in inte- 
grated networks. 

To assist the health centers in the development of such networks, 
the HRSA's Bureau of Primary Health Care launched the Inte- 
grated Service Network (ISN) Development Initiative in fiscal year 

1994. ISN grants were awarded in fiscal year 1994 and fiscal year 

1995. At present a total of 54 grantees are funded. In addition, as 
more and more health centers have become involved in managed 
care, health maintenance organizations have increasingly recog- 
nized the advantages of contracting with the health centers pro- 
grams. 

In general, the administration's proposal reauthorizes and con- 
solidates the health centers and service programs under one new 
health care authority. All of these provide community-based, orga- 
nized systems of preventive care and primary care for medically 
undeserved populations. Although some of the programs are tar- 
geted to specific populations most are jointly funded thus assuring 
access to whole communities as well as the targeted populations. 

We think it would reduce the total number of grants, reduce Fed- 
eral administrative costs, increase flexibility for grantees, and ease 
the burdens for communities applying for and receiving the grants. 
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The Senate Labor and Human Resources Committee has ap- 

E roved legislation in S. 1044 containing these provisions. And we 
ope this committee will also support this approach. 

Another priority area for us is health professions training. And 
we are seeking reauthorization in that area. We are proposins, and 
the Senate committee has approved, legislation which would re- 
place multiple categorical programs, some 30 different programs, 
with five new clusters in health professions work force develop- 
ment, enhanced area health education centers, minority disadvan- 
taged health professions, primary care medicine and public health 
training, and nurse education and practice. 

We think the consolidation would reduce the total number of 
grants, provide administrative savings, simplify further adminis- 
tration, sharpen the focus of the programs, and encourage collabo- 
ration among the health professions and educational institutions. 

The third area is one that I want to give particular emphasis to 
because it is a new approach in the area of mental health and sub- 
stance abuse. This has to do with the proposal for Performance 
Partnership Grants (PPG's), a new approach in which the Federal 
Government and the States work together to achieve significant 
improvements in health outcomes. 

To respond to the rapidly changing environment in the States 
and at the local level, we would like to create a process through 
which national. State, and local interests can be negotiated and 
agreements reached that are tailored to local needs and priorities. 
PPG's are built on the outcome oriented activities of Healthy Peo- 
ple 2,000 and State benchmarking, such as we have seen in Or- 
egon, which are increasingly being supported at the State and local 
level. PPG's are a set of agreed-upon objectives to encourage suc- 
cess and make erantees more accountable for their performance. 

We believe they provide a unique structure that will increase 
State flexibility, improve accountability, and ensure continued 
focus on the needs of vulnerable populations served by the pro- 
grams. Under PPG's, the Federal role is to promote a continuous 
national dialogue about the health objectives that are key to 
achieve better health status for all Americans, to support State ef- 
forts, to identify areas of risks and opportunity, to provide technical 
assistance, and fifth, to report regularly on how the Nation and in- 
dividual States are performing. 

States would have the flexibility to determine their priorities. 
They will be accountable for making progress toward them. Im- 
proved monitoring and reporting on performance will keep the Con- 
gress and the American people informed about what they are get- 
ting in return for funds spent. The focus will be on accountability 
for results; that is our goal. 

Under PPG's, States with the Secretary have to develop a menu 
of performance objectives, which is the core of the partnership pro- 
gram. From that menu. States would select those objectives which 
address their particular health priorities. The Secretary of Health 
and Human Services would negotiate with each State to reach 
agreement on the objectives and their performance targets. Once 
the agreement is reached, the Department would work jointly with 
the States to help them reach these agreed upon goals. 
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There has been a concern that this approach would weaken the 
Federal role in providing leadership on critical national health is- 
sues. We believe the process of negotiating objectives for each State 
will provide ample opportunity to address this concern. The PPG 
approach includes a provision allowing the Secretary to designate 
up to five core objectives representing the health problems of na- 
tional significance. 

The purpose of core objectives is to identify health problems or 
opportunities that are so important to the Nation that their status 
would be monitored across tne country, whether or not a State in- 
cludes them in its performance agreement. 

However, problems of great national significance may not be 
among the highest priority problems in any particular State. Con- 
sequently, States will not be required to conduct activities related 
to these core objectives under the fi[rant, even though all States will 
collect and report data regarding them. 

The Senate Labor and Human Resources Committee has unani- 
mously approved legislation S. 1180 that closely parallels the ad- 
ministration's approach. We are interested in workinc^ with this 
committee to move this idea forward, but not that broaa authority. 
What we would like to do is work with the subcommittee and our 
constituents, particularly NASADAD and NASMHPD, to determine 
whether or not it would be feasible to implement a demonstration 
project that would include up to 10 States by fiscal year 1998. If 
we all agree that it is feasible, we hope that the Congress will au- 
thorize the authority for the demonstration project. 

However, if we find in the course of the next 4 to 6 weeks in 
these discussions that it is not feasible, then we would ask that 
this authority not be provided. 

Mr. Chairman, today the Congress is engaged in a watershed na- 
tional debate about the role of Government in society and about the 
setting of priorities in times of tight fiscal constraints. We believe 
that, by any measure, investments in public health are money well 
spent, with that in mind, we urge that you move these important 
legislative initiatives forward during this Congress. And we thank 
you for the opportunity to testify. We will respond to any questions. 
Thank you. 

[The prepared statement of Philip R. Lee follows:] 

Prepared Statement of Philip R. Lee, Assistant Secretary for Health, 
Department of Health and Human Services 

Mr. Chairman and Members of the Subcommittee: It is a pleasure to be with you 
this morning to discuss pending Public Health Service bills and our priorities for 
reauthorization during this Congress. I am accompanied by Dr. Ciro Simiaya, Ad- 
ministrator of the Health Resources and Services Administration (IQISA), and Dr. 
Frank Sullivan, Associate Administrator of the Substance Abuse and Mental Health 
Services Administration (SAMHSA). 

HEALTH CENTERS CONSOLIDATION 

On Marcli 3, 1995, we forwarded to the Congress a proposal to reauthorize and 
consolidate foiu* programs of the Health Resources and Services Administration: 
Community Health Centers; Misrant Health; Health Care for the Homeless; and 
Health Care for Residents ot Public Housing. 

Established by Congress to address defined sets of needs in a specific way, the 
health centers programs have for almost thirty years effectively responded to the 
challenges of medical underservice and assured access for millions of underserved 
and umnsured individuals. In response to today's changing health care environ- 
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ment, the health centers have become increaaini^y involved in managed care ar- 
rangements and have developed networks of care with other commumty partners. 
Whether today, or in the ftiture, health centers will continue to play a critical role 
in the delivery of services to underserved and vulnerable populations. 

Reauthorization of these health center programs is cntical. The centers provide 
a medical home for millions of underserved and uninsured people, assuring access 
to cost-effective, hiffh quality preventive and primary care services and improving 
the health status of the Nation s underserved and vulnerable populations. 

Continued Lack of Access to Preventive and Primary Health Care Services 

Although we have recently witnessed man^ changes in the financing and delivery 
of health care services — ^for example, the rapid growth of managed care and the ac- 
celerated development of health care networkf-4here are still many people who 
lack access to bairic primaiy and preventive care services. These individiuQs are dis- 
proportionately poor and minority, lack adequate or do not have any health insur- 
ance, all of wmcn combine to result in sidcer patients and more enensive treatment 
and care. Further, these individuals face geographic and cultural barriers, as well 
as health provider shortages. 

HRSA's health centers programs are an important part of addressing this prob- 
lem. Currentlv, a Federal heidth center investment of approx 



„. mately $750 miUion 

leverages a $2 billion network (including Medicare and Medicaid billings) of over 
700 organizations and 2,100 service delivery sites, providing services to over 7.7 mil- 
lion people. This health center investment has acted as the safety net for millions 
of people otherwise at risk for poor health outcomes. 

Health Centers and the Changing Health Care Environment 

Health Centers across the country are responding to the rapid changes in today's 
health care mariLotplace. In particular, health centers are recognizinff the critical 
importance of forming or bein^ a part of an integrated system of health delivery in 
order to continue serving their patients under managed care arrangements. The 
trend within the health care industry, in general, and the States, in particular, has 
been a movement towards managed care. 

Health centers have responded to this trend by participating in the development 
of networks. The basic premise of health center involvement in integrated service 
networks is that as the delivery of services moves toward managed care arrange- 
ments for the Medicaid population, health centers must participate in these ar- 
rangements in order to assure access for undersMved individuals. As of July 1996, 
approxiinately 450 health centers are involved in integrated networiu. 

To assist the health centers in the development of such networks, the HRSA's Bu- 
reau of PrimaxT Health Care launched the Integrated Service Network (ISN) Devel- 
opment Initiative in FY 1994. ISN grants were awarded in FY 1994 and FY 1995. 
At present at total of 54 grantees are fiinded. In addition, as more and more health 
centers have become involved in managed care, health maintenance organizations 
have increasingly recognized the advantages of contracting with the heuth centers 
programs. 

Administration's Proposal 

In general, the Administration's proposal reauthorizes and consolidates the health 
centers and service programs under one new health center authority. All of these 
programs provide communitv-based, organized q^tems of preventive care and pri- 
mary care for medically underserved populations. Althougp some of the programs 
are targeted to specific populations most are jointly fiinded thus assuring access to 
whole communities as well as the targeted populations. 

The ''duster" approach proposed by the Administration is consistent with our com- 
mitment to simplmr the wa^ in whidi communities seek Federal assistance. By con- 
solidating the mndinff previously requested under the separate programs the total 
number of ^prants will oe reduced pixxludng a roduction in Federal administrative 
costs. Also, it will make grants more flexible, and less burdensome for communities 
applyinff for and receiving the grants. 

The Senate Labor and Human Resources Committee has approved legislation (S. 
1044) which in large part accepts our recommendations. We urge you to move for- 
ward with the reauthorization and consolidation of HRSA's health centers and serv- 
ices programs. 

HEALTH PROFESSIONS TRAINING 

The Administration is committed to establishing a sound legislative foundation for 
furthering leadership and strategic support in the field of health workforce develop- 
ment, induding the health professions programs. 
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These programs have achieved remaiiuble success as a national resource — 

• They have significantly enhanced the qualil^ of primary care curriculum and fos- 

tered a growth in the interest of medical students in generalist practice. 

• Fundin£[ of residency trainings opportunities in flEunily medicine, general internal 

medicine, and general pediatrics have increased our national supply of much 
needed primary care physicians. 

• They have opened opportunities for greater numbers of minorities to pursue and 

succeed in health professions careers and thereby expanded the access of mil- 
lions of Americans to basic medical care. 

• They have spurred unprecedented growth in student enrollment among the mid- 

level professions of nurse practitioners, nurse midwives, nurse anesthetists, and 
physician assistants. 

• Tmx>ugh establishment of interdisciplinary training centers in geriatrics we have 

improved the quality of health care received by older Americans and the train- 
ing given to their health care professionals. 

As you are aware, Titles VII and VIII of the Public Health Service Act authorize 
a larse number of individual programs of support to health professions and nursing 
schools and students. Last year, as part of our effort to remvent Government, we 
sent to the Congress a proposal to replace these multiple existing categorical grant 
authorities with new ''duster^ authorities addressing five broad areas of program 
need: 

— ^Health Professions Workforce Development; 
— ^Enhanced Area Health Education Centers; 
— ^Minority/Disadvantaged Health Professions; 
— ^Primary Care Medicine and Public Health Training; and 
— ^Nursing Education and Practice. 

This proposal, if enacted, would reduce the total number of awards and provide 
administrative savings through a reduction in required applications and reports by 
consolidating dozens of speofic authorities into the fimctional categories listed 
above. In aodition to simplifying program administration, the consolidations would 
sharpen the focus of these programs on outcome and encourage collaboration among 
the health and educational institutions. 

The Senate Labor and Human Resources Committee has approved legislation (S. 
555) very similar to our health professions proposal. In addition, S. 555 includes a 
provision regarding fellowships and training authori^ for the Centers for Disease 
Control and Prevention and reauthorization of the OfiELce of Minority Health. We 
support S.555 and urge you to give it your carefiil consideration. 

MENTAL HEALTH AND SUBSTANCE ABUSE PERFORMANCE PARTNERSHIP GRANTS 

In this Congress, the Administration has proposed Performance Partnership 
Grants (PPGs). This is a new approach in whioi the Federal Government and the 
States work together as partners to achieve significant improvements in health out- 
comes. Performance Partnerships create an opportunity and a structure within 
which the Federal government and States can cnannel their efforts and resources 
to achieve specific improvements in the health status of the American people. 

The potential power of these partnerships flows firom a focus on measurable re- 
sults, and the ener^ and commitment that come firom a shared vision. Washington 
cannot legislate a vision or strategy that is right for every State, Tribe and commu- 
nity in the country. We can, however, create a process through which national. State 
and local interests can be negotiated and agreements readied that are tailored to 
needs and priorities of our communities. 

In some respects, PPGs are somewhere between traditional block grants, which 
do not provide either accountability for the expenditure of Federal fiinds or achiev- 
ing measurable outcomes, and categorical grants for ''earmarked" block grants 
which limit the role of the States, communities and consumers because health prior- 
ities are set at the Federal level. But in other respects, they constitute an entirely 
new, stronger approach that builds on other outcomes-oriented activities such as 
State benclMnarkiiig, and Healthy People 2000. 

The PPG approach fiindamentallv dianges the roles and expectations of the Fed- 
eral government and the States. The Fedieral role will be to tadlitate a continuous 
national dialogue about the health objectives that are key to achieving better health 
status among all Americans, to work with States to support their efforts, to identify 
areas of risk and opportunitsr, to provide technical assistance, and to report regu- 
larly on how the Nation and individual States are performing. States will have the 
flexibility to select objectives that meet their determined needs and priorities and 
will be accountable for making pro^ss toward meeting them. Monitoring and re- 
porting on performance— results achieved under the grants— will keep the Congress 
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and the American people infonned about what they are getting in return for fiinda 
spent. 

How PPGa Wm Work 

At the core of performance partnerships— as proposed by the Administration and 
the Senate's SAMHSA reauthorization Dill — is a menu of performance objectives. 
States are to select objectives from the menu, or to propose comparable **ou menu" 
objectives. A negotiation will then occur between the Secretary and each State to 
reach agreement on the objectives to be pursued— "this wUl be a ne^tiation between 
partners who share the same goals of reducing risks to health and unproving health 
outcomes. Once agreement is reached, the Department and the State work together 
to achieve the agreed upon outcomes. 

The Secretary will monitor the State's performance under the grant and provide 
technical assistance, training and support to help the State accomplish its oljec- 
tives. Both the Federal ana State governments will be accountable to taiq;>ayers. 
State legislatiu^s and the Congress for achieving the objectives of the srants. 
Central to the success of PPGs is the ability to measure results that can be aoiieved 
through the grant programs— the focus wifi be on accountability for results, that is 
our goal. 

Status of PPG Activities 

When the Administration first made this proposal. States and various stakeholder 
groups expressed reservations about the approach, and particularly noted the dif- 
ficulty of identifying meaningful objectives that could be measured with fflristing 
data systems. 

To establish the feasibility of the concept, and to begin the critical step of collabo- 
ration, the Secretary initiated a process to develop a menu of objectives. We bcmn 
with a series of four regional meetings invdvinff key stakeholders — State, Trual 
and local ^governments, consimiers. providers, aavocacy groups, public health ex- 
perts, and mterested citizens as well as Federal officials. In a structured setting the 
participants identified the results or prototype objectives they believed would be the 
best measures of success. Over 1400 individuals participated, coming firom every 
State, the Pacific Islands, Puerto Rico and numerous Indian tribes. 

The information generated in the regional meetings has been provided to an inde- 
pendent technical panel at the National Research Council. The panel members have 
a comprehensive knowledge of national and State data qrstems and practical knowl- 
edge of the specific program areas. Their charge is to refine the results produced 
in the regional meetinffs into performance objectives for each grant area, and to 
identify which of the objectives can be measured with existing data systems. The 
panel wiU issue a draft report in mid-September, inviting public comments and then 
provide a final set of recommendations to the Secretary by early 1997. 

While the regional meetings and the technical panel were established to support 
the implementation of PPGs, their importance extends beyond this particular legis- 
lative initiative. They have become an important first step in estabhshing the foun- 
dation for a new type of Federal-state partnership in data collection and bench 
marking. A number of the States participating in me meeting have indicated that 
they wul utilize the panel's reports in their own bench marking processes. T)ie 
meetings provided the further benefit of bringins together program officials and con- 
stituencies whose interests are stron|[ly linkM, out who rurely have the opportunity 
to consider how to best manage their separate programs to achieve shared oljec-. 
tives. The opportunity for improved communication and prioriihr setting amons pro- 
grams directed at the same populations should enhance the effectiveness of all pro- 
grams in achieving defined ana measurable results. 

The Senate Labor and Human Resources Committee has unanimously approved 
legislation (S. 1180) that closely parallels the Administration's approach. We are 
very interested in working with this Committee, and in collaboration with our part- 
nera at the State and load level, including consumer and advocacy gproups, to ad- 
vance the performance partnership model. PPGs are designed to provide State and 
gublic health officials tne flexibihty and resources to do their jobs— improving the 
ealth of their populations— while improving the health of this country. We believe 
the model will be effective and hope to continue progress in this Congress towards 
achieving it. 

Conclusion 

Today, Congress is engaged in a waterahed national debate about the role of gov- 
ernment in society and aSout the setting of priorities in times of tight fiscal con- 
straint. By any measure, investments in public health are money welTspent. There- 
fore I urge you to move these important legislative initiatives forward during this 
Congress. 
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Thank you. I would be glad to answer your questions. 

Mr. BILIRAKIS. Thank you, Dr. Lee and, of course thank you to 
the two gentleman who are accompan^ng you. 

Dr. CoDum, if you are ready, we will lack it off with you. Well 
just hear your comments and inquiries. And I will now turn on the 
5 minute bell at this point. 

Mr. COBURN. Well, first of all, thank you for being here. And I 
do have an interest in this. Beins a practicing physician and also 
relying greatly on community health centers and seeing the impact 
that they have. 

A couple of little housekeeping things. I am a stickler for details. 
And one of the requirements of this committee, as solidified in the 
notes of this reauested hearing, is curriculum vitae, of people that 
present before tnis committee. And the reason that is there is so 
that we can see people's background and what their bias might be. 
And I do not have any questions about your background, Dr. Lee, 
and please do not take it that way. 

One of the things that I am interested in changing in the Con- 
gress is to make sure that all the agendas are on the table when 
we have discussions, both mine and yours. And it is just a practice. 
And for the next panel, if vour CVs are not here, I am going to 
insist that they are here before we have the hearing. 

So with that housekeeping out of the way, welcome. 

I want to talk with you about your proposal a little bit. And tell 
me why we should do this, in terms of a demonstration project, if 
we already know that there is a need out there? And No. 2, is if 
in fact there is a need and we want to do it, why, in the face of 
what this Congress is tiying to do, should we establish another 
Federal/State program? Why should we not just develop a block 
granting profi[ram based on need and send the money and let the 
States do it the way they best feel to carry it out? 

Mr. Lee. First, with respect to the demonstration, rather than 
seeking the broader performance partnership authority. We have 
had a set of regional meetings with our constituents and those rec- 
ommendations have gone to the National Academy of Sciences 
Committee. That committee has not finished its work and we do 
not have the report back from them. The States have not had an 
opportunity to react to the report and those recommendations — ^the 
objectives that were developed out of the regional meetings. Until 
that has been accomplished, we expect the report in September, we 
do not feel that it is wise and our constituents do not feel it is wise 
to go forward — we truly see this as a partnership. 

We are looking at a different approach, you might say between 
a block grant and a categorical grant, the performance partnership. 
It has many of the characteristics of a block grant, but it does set 
forth this process of setting agreed-upon objectives, developing 
measures, monitoring whether we achieve the objectives, and also 
having information systems that we can use to develop and mon- 
itor measures, and objectives. It certainly would provide a more ac- 
countable system to the Congress, to the public, than we would 
have with a block grant or we think that we have, in fact, with a 
categorical grant. 

We think this is an improvement. We have been working on it 
for a couple of years, the ideas. In my own background, from the 
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mid 1980*8 when Senator Feinstein was the Mayor of San Fran- 
cisco, I was appointed the first president of the Health Commission 
in San Francisco. I began to formulate some ideas regarding cat- 
egorical grants and their impact at the local level and regarding 
block grants, of course, which were popular in the 1980's. ft is my 
view that this approach, which needs to be an agreed-upon ap- 
proach with the constituent groups, is the right way to go. 

The reason for the demonstration is that we do not feel and the 
constituents do not feel that we are quite there yet. We need to see 
if we can do a demonstration. If we can, and we think we can re- 
solve those Questions about a demonstration in the next month to 
6 weeks with the staff of your committee, then we would go for- 
ward. If those questions cannot be resolved, we do not think we 
should proceed with a demonstration program. 

Mr. COBURN. Let me just ask a question. 

If monev was not a question, if we had a surplus in our budget, 
what would keep us — I am iust goine to talk pnilosophy with you 
for a minute — ^what would keep us from sending the money back 
to the taxpayers in the States and allowing the States to decide 
what they want to do on substance abuse and mental health, and 
then just have a reporting on it? 

In terms of philosophy, what I see under your description in your 
opening statement and in your testimony, I see another program, 
you know, another program that is going to be milked, the bureauc- 
racy is goine to milk it. If we are going to have a bureaucracy milk 
something, I want it milked at the local level, rather than at a Fed- 
eral level. And I guess I am having trouble with — ^we both want the 
same thing, you Know. I want the dollar put in place to have an 
impact on mental health. I am very disappointed that we are not 
going to see the things in mental health out of this health insur- 
ance bill. I think it is sorely lacking, a lack of recomition of the 
true accurate description that mental health is not oifferent than 
any other type of health illness that we have. In this country we 
have unfortunately discriminated against mental health treatment 
and opportunity to be treated. 

Kind of help me with the — ^why would we not want the States to 
do that? 

Mr. Lee. I think there is a philosophical issue. Clearly we want 
to give the States flexibility. But, first let me just say, I agree with 
your concerns with respect to what is proposed in tne Kassebaum- 
kennedy bill with regard to the absence, or the likely absence, of 
parity with respect to mental health benefits. The treatments for 
the chronically mentally ill is an area where the treatments are as 
effective as they are for hypertension or diabetes or other chronic 
illnesses. And to sav that if you have diabetes you are covered, but 
if you have schizophrenia or if you have bipolar depression you are 
not covered does not make sense. 

I think that the question is, as we look across the coimtry, we 
see differences in different geographic areas, differences in terms of 

S copulations, particularly of vulnerable populations. Also, we see 
iairly dramatic changes in the population of the country, increased 
diversity and aging of the population. These are what I would call 
national problems. If we are going to tax the citizens from the Fed- 
eral level, we then need to have some accountability. PPG's, to me. 
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are the way to achieve that, as opposed to putting a number of 
strings on block grants, as has been done over a number of years. 

Mr. COBURN. I think the real key is if we are going to tax the 
taxpayers 

Mr. Lee. If we are, if you simply give the money to the States, 
then it should be a State tax. 

Mr. COBURN. I agree. 

Mr. Lee. And I think that is a fundamental issue. But I think 
there are national problems that require a national Federal rule. 
And that may be an area where we would have a fairly basic philo- 
sophical 

Mr. COBURN. Let me follow that. 

Tell me in terms of substance abuse, in terms of PPG, tell me 
how the national goals are better served through a PPG, rather 
than a block granting process that says, here are the things, that 
are the requirements to be met in this block grant. And you do it 
any way you want to do, but here is what we want to see on a year- 
ly basis coming out of your State. Tell me how PPG's serves that 
need in terms of substance abuse. 

Mr. Lee. Well, with substance abuse, and we will see with the 
constituents whether we can find the, you know, all the criteria for 
a good demonstration project, the answer 

Mr. COBURN. Let me ask you. When you say constituents, you 
are talking about those groups interested in and involved in the 
treatment areas of 

Mr. Lee. Absolutely. That's correct. 

Mr. COBURN. But you are not necessarily talking about what I 
would consider a constituent, the taxpayer and the 

Mr. Lee. Well, the taxpayer is another constituent, absolutely. 

Mr. CoBURN. Okay. Thank you. 

Mr. Lee. But to solve the technical problem, we need to work 
with the people who are providing the services to see whether this 
is a feasible approach. 

Now, in terms of how this is different from a block grant; it dif- 
fers, in my opinion, in that we set agreed-upon objectives. We have 
information systems that we can then use to assess whether we are 
achieving those performance objectives. It is very similar to a block 
grant. But my view of a block grant is that it gives less account- 
ability. And it may really be a matter of, you know, how we are 
defining the term "^lock grant". But if there is accountability, if 
there are agreed-upon objectives, if there are measures of perform- 
ance and we can say at the end of 3 years or 5 years, we set these 
objectives and we have met those objectives, or we have not and 
here is what we have to do in order to meet them, that, to me, is 
a performance partnership. It is a partnership between the Federal 
and State government. And it is one that is, I think, a step away 
from a pure block grant and is certainly different from a categorical 
grant. 

Mr. COBURN. Well, let's just talk specifically about substance 
abuse. 

Give me some details of why a PPG or a PP grant would be bet- 
ter than a block grant in terms of accomplishing our goal. Explain 
to me down in detail why you all feel that that is going to be more 
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effective in both treatment, prevention, and allaying of substance 
abuse. 

Mr. Lee. I can ask Dr. Frank Sullivan to also comment on this 
on the technical level. But in my view, if you reach an agreement 
with a State about certain objectives tnat vou want to amieve, let 
us say on prevention. We have been reviewmg the budset proposals 
for fiscal year 1998 from SAMHSA in the Secretaiys office and 
throuffh that process, SAMHSA has identified a series of very spe- 
cific objectives. One would be, for example, to reduce the numoer 
of youn^ people who are abusing or using illegal substances, such 
as marijuana. They, the States set an objective and agree to 
achieve that objective over a certain period of time. And they would 
then allocate resources to achieve that objective. That activity 
would be one that would be measured and monitored over time. 

Substance abuse in pregnant women, another priority area, if a 
State agrees, you would then monitor the effectiveness of the inter- 
ventions. So it is a more precise approach, I believe, than simply 
saving to a State you do anything you want with this money and 
tell us in 1 or 2 years how you are doing. 

Mr. COBURN. Well, I think we have a little bit of a difference in 
definition of block grants, which you alluded to. 

My question would be the number of women, for example, abus- 
ing drugs during pregnancy, that is a completely different problem 
in different areas of this country, both the incidents and the 
women. 

Mr. Lee. Correct. 

Mr. COBURN. So if we set a Government priority that this is a 
demonstration and this is what is goin^ to have to be shown in 
Oklahoma is the same as in New York, m terms of percentage im- 
provement or here is where the problem is. And if we are not doine 
that, then what we are really talking about is a block grant. And 
saying, here is the goal for the block grant. We want you to achieve 
the performance. You all figure out how to do it. 

Is that what you are reafiy saying? 

Mr. Lee. Yes, but I call it a performance partnership. I think 
that we agree that we need objectives. The objectives may differ 
from one State to another. Also, the States have flexibility in how 
to achieve those objectives. We agree on the measures of the per- 
formance. Also, in some areas, we have to have data that will, in 
fact, let us measure performance. In other areas we do not have 
adequate data to measure performance. 

Mr. COBURN. I agree. I agree. Okay. 

Oh, I think that helped. That clarifies for me, because I think 
your definition of your PPG plan was my definition for 

Mr. Lee. For a block grant. 

Mr. COBURN. [continuing] for block grant. 

Mr. Sullivan. I would just add by way of background on our cur- 
rent block grants, many of us feel that they are really no longer 
block grants. The substance abuse and mental health block grants 
have had numerous earmarks and requirements added on to them 
over the years. A mcgor feature of our proposal is to eliminate 
most, but not all, of those directives. We feel very strongly, for ex- 
ample, that in the substance abuse arena, prevention is a very es- 
sential part of our strategy. In the face of burgeoning treatment 
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need, our concern is if we did not have some indication of the 
amount to be spent on prevention, somehow treatment need might 
eclipse that. 

Our proposal and the proposal passed by the Senate Labor and 
Human Resources Committee includes a requirement that the 
States would use 20 percent of their funds for prevention, broadly 
defined. Many of the other set asides, for example, that States 
should spend 35 percent on drugs, 35 percent on alcohol, would 

Mr. BiLiRAKis. The gentleman's time has expired. 

The gentleman from Michigan is recognized for 5 minutes. 

Mr. Stupak. Thank you, Mr. Chairman. One of my concerns is 
the extent to which centers participate in managed care plans 
could jeopardize their ability to proviae and encourage broad range 
health care and enabling services, either because of capitated rates 
or too old or for other reasons. 

As you know, in an April 1995 GAO report about health centers, 
they said that the issues that health centers must deal with if they 
are going to participate in managed care plans or managed plans, 
GAO indicated that the compromise of services does not appear to 
have happened yet. But I do not think that they completely ruled 
out compromising of services. 

I know that HRSA has been working with the centers on this 
issue. And would you please comment on this and talk maybe a lit- 
tle bit, if you could, about what you see is the future for health cen- 
ters with managed care. 

Mr. Lee. I think you have identified a very serious problem. Al- 
though the GAO report was fairly positive, we are finaing already 
in those States that have moved to Medicaid managed care, there 
is a shortfall of about $24 million in reimbursement. So, the prob- 
lem that they identified is already beginning to emerge. And the 
health centers will have to find other sources of funds to meet the 
shortfall. 

It is interesting because in some cases we have to turn to the 
States for assistance. It is the States that are reducing the Medic- 
aid reimbursement in these negotiations. Also, in order to have a 
health center really be competitive it cannot be an isolated health 
center; whether it is a migrant health center or community health 
center. It may be taking care of a significant number of uninsured 
and at the same time being squeezed by a State Medicaid managed 
care plan that is reducing its payments because they have used 
some of those to kind of, you might say, cost shift and help cover 
the uninsured. They then use our grant funds to cover this short- 
fall. 

But if they are going to be competitive, they have to develop — 
and Ciro can say a little about this in more detail — ^networks, 
where they are working together as part of a system, they then are 
in a stronger negotiating position to deal with such problems. 

Mr. Stupak. But that system is usually with private hospitals or 
others. You are not just going simply to health care systems. 

Mr. Lee. Well, it can be. Some counties, for example, Alameda 
County in California, have developed a system that is in the com- 
munity health centers working with the health department. It is a 
very good system. In some other areas, they are partnering with 
community nospitals or with larger managed care plans. 
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They need capital to both modernize their plants and to create 
the capacity, such as through information systems, to be able to 
continue to serve this uninsured, vulnerable population, which is 
their main constituency. 

Mr. Stupak. Let me jump to floor action we did yesterday on the 
Welfare Reform Bill. It may not be an appropriate question at this 
time. You know, in my district, I got Northern Michigan, I think 
I have about 5 or 6 community health centers and rural health 
clinics. 

My concern is that in the welfare bill, and you may not feel com- 
fortable commenting on it, is that the problems that you pointed 
out with managed care is just going to oe magnified even greater 
with the new Welfare Reform rroposal that was passed. Can you 
comment on that? 

Mr. Lee. I think that Congress has taken some steps to assure 
that in Medicaid at least coverage will be there. But I also think 
that we have to determine the extent to which this is going to im- 
pose additional burdens on community and migrant health centers. 
One has to express serious concern that this is, in fact, is going to 
be one of the unintended consequences of that reform, because you 
cannot anticipate, you know, everything that is going to happen. 
But, certainly, the migrant health centers, community health cen- 
ters, rural health centers, are the only people there to meet these 
needs. 

Ciro, did you want to add? 

Mr. SUMAYA. If I could just add to the response to the initial 
question on the difficulties that community health centers were 
having on being integrated or working within the managed care 
system arena, we do look with some caution into, first, particularly 
in the Medicaid waiver States, that community health centers be 
eligible to enter managed care system arrangements, that is one. 
And if they are in it, then the other one is the reimbursement 
mechanisms and seeing that what may be occurring is a decrease 
in the reimbursement. 

And so we are worried, as Dr. Lee has mentioned, on cap fund- 
ing. And we are looking to our appropriations, Federal appropria- 
tions to try to assist in that, as well as States trying to see where 
they can assist in that particular process. That is a mcgor problem, 
because, then the consequence would be decreased services. And, as 
you know, the populations community health centers deal with re- 
quire greater services because of higher risk and have many, many 
other features dealing with need for them. 

In addition, they are under capitalized so that as they try to 
enter managed care systems, they are coming in with low reserves, 
older facilities, and the need for management information systems, 
so that they require additional funds. 

We would look with favor on loan guarantees for the develop- 
ment of management system connecters. We are working with 
HUD and the 242 program, to see if assistance for ambulatory 
services can be included in that process. 

And the last question 

Mr. Stupak. Let me jump to something else. 

I know the chairman has been patient with my time. But let me 
jump to one more, if I can. 
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Because up in the rural areas, we are also concerned about pro- 
fessional training programs. And, Dr. Lee, you know of the impor- 
tance of amending and reauthorizing health professions training 
authorities under Title 7 and Title 8. And I am sure you recognize 
that accomplishing this legislation is always challenging, because 
it involves so many competing interests. 

It might be difficult to accomplish in the short time remaining 
for this legislative year, but is there any particular authority that 
you believe must be reauthorized so as to avoid placing these pro- 
fessional training programs in jeopardy? You know, up in Northern 
Michigan we rely on these health professional training authorities 
to provide us health care. 

Mr. Lee. Just a comment about Northern Michigan. I have a 
cousin who went to Michigan State specifically because of the 
training in primary care, which he could receive in Northern Michi- 
gan. It is an outstanding program. 

Mr. Stupak. It is an upper peninsula medical training center in 
Espinada, in connection with Michigan State. It is always in jeop- 
ardy. We are always fighting to keep it alive. 

Mr. Lee. The consolidation into clusters would not impair such 
programs at all. 

Can we continue to fund these programs if we do not get them 
authorized? We can continue to find them and we will be seeking 
appropriations authorization. But this is a vulnerable area. 

People say the market will solve the problem; managed care is 
driving the market toward primary care. Yet, you look at a pro- 
gram like that and without subsidies, it could not continue to func- 
tion. 

Mr. Stupak. Thank you. 

Mr. BiLiRAKls. I thank the gentleman. 

I was hoping possibly we could release you. Doctor, but I have 
a couple points in mind. I am not sure, the gentleman here might 
have some questions. 

Do you have anything, Dr. Ganske? 

If you do, I think what we will do is break at this point and ask 
Dr. Lee to remain, and then return after, because there are a cou- 
ple of votes which is probably going to take us 25 minutes to a half 
hour. 

Mr. Ganske. Mr. Chairman, I understand the order of time re- 
straint. With the votes on the floor, I do not have any additional 
questions. I have reviewed the material. I just want to say thank 
you to you for coming to this hearing. 

Mr. BILIRAKIS. Before we respond to the votes, maybe I can get 
my thoughts out to you. 

One of you < made the comment placing additional burdens on 
community health centers. 

Well, quite fi-ankly, I think that is where much of it should be. 
We have had hearings over a period of years and heard from an 
awful lot of representatives of some terrific community health cen- 
ters around the country, you do a fantastic job, and I have seen 
them work real well in my part of Florida. Dr. Rowland, who was 
our colleague here in the prior Congress, spoke about the — ^where 
was it, was it in Athens, Georgia, or one of those areas, and we 
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Kttemed much of our legislation in the last Congress, as you 
ow, Dr. Rowland and I, on that community health center. 

And I oftentimes wonder, yes, I am a supporter of the concept of 
block grants and with the feeling that the local people really Imow 
better than we in the ivory tower what their needs are and if they 
have sufficient resources, they should have the flexibility to do 
what needs to be done. 

And maybe tied into that and maybe in lieu of that, if we can 
ever get to the Medicaid bill, I just wonder if everything should not 
revolve around the community health center concept, enlarging it, 
if you will, expanding it, if you will. So we can make sure that 
every vulnerable area in the country is covered ¥dth adequate com- 
munity health centers. 

So that, I mean, would there really be a need for Medicaid, if you 
¥all, if you do it somehow there — ^if it is set up in such a way where 
there is — ^to use your words — ^a partnership ¥ath local community 
hospitals, and that sort of thing. So that the needs are being taken 
care of. If there is a need for surgery, or whatever the case may 
be, that it is worked out in some way so that it is not necessarily 
Medicaid, that it is worked out through the community health cen- 
ter concept. 

And that is just something you may want to think about. If you 
would like to sort of respond to that, I would ask you to wait until 
our return. If you woula rather not respond to it, or if you would 
rather respond to it in more detail, in writing, or something of that 
nature, yes, you could go home and we will just go on to the next 
panel. 

Mr. Lee. I will be very pleased to respond when the chairman 
returns. 

Mr. BiLlRAKis. All right. We will be back in approximately a half 
an hour. Thank you. 

Mr. Lee. Thank you very much. 

[Brief recess.] 

Mr. BiLiRAKls. The subcommittee will come to order. We are los- 
ing more and more of our audience. 

Mr. COBURN. And our members. 

Mr. BiLiRAKis. And our members. 

Dr. Lee, why don't you proceed? 

Mr. Lee. Mr. Chairman, to respond to your question about the 
role of community health centers in meeting the needs of the unin- 
sured on a universal basis, we could look mstorically at what hap- 
pened since the founding of the Republic. We first began to see vol- 
untary hospitals create ambulatoiy programs; then, local govern- 
ments began to assume responsibility for the poor. Initially 
poorhouses were the providers of whatever medical care was pro- 
vided, and it was not very helpful in those days. As an evolution 
of that — ^we see in the most advanced forms in Los Angeles and in 
New York City — and in New York City, we have the Health and 
Hospitals Corporation. This is a very la»e system to meet the 
needs of the indigent population, which is fairly significant in New 
York and in a number of other cities, such as New Orleans and At- 
lanta where Grady Hospital runs outpatient clinics. With regard to 
the community health centers, although we had some community 
health centers in the twenties, they really began again in the six- 
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ties, under the OEO program, to meet the needs, both in rural and 
urban areas, of low-income populations who had basically no access 
to health care because one-third of the population was uninsured. 

The community health centers and the migrant health centers do 
a very good job, and some increase in that capacity would I think 
be merited to meet primary care and some secondary care needs. 
They do not provide mpatient services and those of course still con- 
stitute the bulk of health care costs. Also, they do not meet long- 
term care needs. 

We have, then, three systems to meet all these needs. There has 
to be a means of financing that care. Before the managed care revo- 
lution, many hospitals used to cost-shift to private insurance — 
where they charged an insurance company 120 percent of the 
cost — so they could cover the uninsured in that inpatient setting or 
the emergency room. 

Increasingly, as managed care entities negotiate contracts with 
these institutions, they do not have that flexibility. Which is an- 
other issue which really has to be ultimately addressed. 

The community health centers cannot solve that problem either, 
because on the inpatient side they do not provide services. 

A final issue in this regard. If you look at Medicare as an exam- 
ple, what we did with Medicare was rive the elderly who were not 
msured, as well as those who did have insurance, the right to 
choose their personal physicians and to use community resources, 
either public or private— they could go to a community health cen- 
ter, they could go to a family doctor, or an internist, or whomever. 
In large part, when given the choice, they chose their private prac- 
titioners and their community hospitals which were mostly non- 
profit. Some elderly continued to use community health centers. 
But many community health centers were not located in the areas 
where there were large numbers of elderly; they were often in 
other neighborhoods. And with the changes in the seventies with 
Social Security, instead of 30 percent of the elderly in poverty, it 
came down to about 12 percent — a very big change. 

Also life-expectancy for the elderly, for those over 65 in the Unit- 
ed States, has increased more than in the United Kingdom, where 
they have had a national health service, or in Canada, so that the 
Medicare program we think has made a significant difference not 
only just in meeting the acute care needs, inpatient and outpatient, 
but in actually improving the health and well-being of the elderly. 

In my view, even if you had universal health insurance or a com- 
bination of Medicare, Medicaid and private insurance — ^and we 
came very close in the seventies to achieving that, when we were 
down to only 11 percent of the population uninsured — ^we would 
still need community health centers and we would still need mi- 
grant health centers. You cannot get private practitioners to go into 
a number of the neighborhoods where these centers are located or 
into the rural areas where we have rural health centers or pro- 
grams to meet the needs of migrant populations. A private practi- 
tioner simply cannot cover the overheaa cost of that kind of prac- 
tice. 

So we need entities like the community health centers and mi- 
grant health centers — ^which are also meeting the homeless needs, 
working out of those community health centers. 
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In summary, I would say that they are very much needed; they 
¥dll always be needed even if we have universal health insurance. 
But I do not believe that alone they provide the answer even in 
terms of meeting ambulatory care needs. Now about 7 to 8 million 
people go to the community health centers, and certainly more 
womd go if they were more accessible and if there were more re- 
sources available to expand their outreach activities. 

Mr. BnjRAKls. Dr. Lee, thank you. You are right — based on the 
current picture, they do not meet those needs — but are we saying 
that the^ cannot meet those needs? I am not saying that everv 
community health center should be an inpatient type of hospital, 
but in terms of referrals and that sort of thing, why couldn't that 
continue to take place? You emphasized Medicare, and maybe I do 
not quite understand what your point there is, but I think I am 

Kretty familiar with Medicare, ana I certainlv would never think of 
ledicare in association with community health centers. It is a very 
small portion of seniors who are on Medicare who would associate 
themselves with community health centers, so I do not think Medi- 
care is really a part of the picture. But we are talking about the 
poor, we are talking about the uninsured, and I just do not really 
see in my own mind why some sort of a system cannot be set up— 
and Dr. Cobum and I talked about this very briefly on the way 
over for the votes. I do not know what you would do there; you 
would probably have some sort of a schedule reimbursement type 
of thing for the physicians for the hospitals, or the referred-to phy- 
sicians, where tnere would be referrals for specialized care as well 
as inpatient long-term care which now is Medicaid, which basically 
is an a¥^ful lot of help in that regard. But again, there is no reason 
why that could not somehow be associated ¥dth the community 
health centers in terms of everything revolving around them. 

I may be all wet, but I see an avmil lot of duplication; you have 
Medicaid, you have community health centers, you have Medicare, 
you have SAMHSA, you have this, you have that — ^there are a lot 
of empires out there, I guess, and I can see where there would be 
an a¥mil lot of reluctance to give up a lot of those. 

But if we are talking about — ^and your PPG concept seems to be 
talking about — ^a consolidation of some sort, so you will have better 
accountability and probably saving some dollars or a better use of 
some of those administrative dollars and that sort of thing — ^in my 
mind, I have always wondered if something like that would not be 
really the answer for the people whom we are trying to serve in 
terms of the uninsured and the poor people. 

I mean, the bottom line is proper health care for basically every 
American who really needs it ana merits it. And what is happening 
now, I Ruess in a way is working in that I guess the proper care 
is out there, but we just cannot continue to sustain it based on 
what we have heard from the Trustees and whatnot on Medicare 
and what we know as far as Medicaid is concerned. We cannot con- 
tinue to sustain it, and something has got to be done. We have got 
to have more efficiencies, less duplication of effort, and we have got 
such a great system already in place in these community and mi- 
grant health centers, why not maybe take a look at starting there 
and take a look at what is already in place? What is in place al- 
ready in terms of Medicaid is not working for the reasons that we 
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have stated; we are talking in here about revamping the entire 
thing and starting from scratch with something else; and as I said 
before, I am a proponent of that idea because I have alwavs 
thought that loccd people are in a much better position. On the 
other hand, we also have the community health center concept 
there in place, and it is working and working very well. So should 
we start thinldng in terms of maybe we ought to take a look at this 
as a starting point to kick off proper health care for the people who 
need it? 

Mr. Lee. Many community health centers are affiliated with 
community hospitals or mcgor teaching hospitals and do provide 
this ambulatory access to those institutions. Or they have connec- 
tions, as you point out, with community hospitals so that there is 
an ease of referral. They do not provide the inpatient care, al- 
though the physicians from the community health centers may also 
have staff privileges in those hospitals and may in fact be the doc- 
tor of recora in the hospital. 

In the centers program, about one-third of the fundinc^ currently 
comes from the Federal appropriation, another one-third of the in- 
come comes from Medicaid. So that a Medicaid-eligible person — 
and he may be on Medicaid this month and ofiT next month — can 
continue to use the communitv health center. One month, Medicaid 
will pay for it; the next month, the clinic has to fund it from their 
Federal subsidy. And about one-third comes from other sources, in- 
cluding Medicare, private health insurance or a State grant of some 
sort. 

I think we do need to find better ways to finance that infrastruc- 
ture, and I would personally be very much in favor of a larger net- 
work of community health centers and migrant health centers be- 
cause they do meet the needs in neighborhoods where no private 
practitioner will practice; nobody will work in those neighborhoods. 

Mr. BiLlRAKls. So that Medicaid is not really all that much help 
in those neighborhoods, is it, in that sense? 

Mr. Lee. Only in that if the community health center is there, 
it will pay for the care of the Medicaid-eligible person. In addition, 
they have to be part of a system within their community; they have 
to relate, as many of them do, to the hospitals and, as you point 
out, to the long:-term care institutions. 

But I still think we need some broader mechanism on the financ- 
ing side even with the centers program being a very important de- 
liveiy system mechanism. Some people talk about mainstream 
medical care; to me, the community health centers are absolutely 
mainstream care of very high quality, and we have seen significant 
savings when a patient goes to a community health center versus 
going to an emergency room. He is less likely to be put in the hos- 
pital, more likely to be able to be treated in an ambulatory setting, 
with very significant savings. But the health center does not bene- 
fit from that; the hospital does not incur the cost, but they do not 
transfer those savings to the community health centers. 

Mr. BiLiRAKis. But all that can be changed. 

Mr. Lee. We have got to have some better ways of financing, yes. 

Mr. BILIRAKIS. All that can be changed. 

Mr. COBURN. Mr. Chairman, could I just follow up on that ques- 
tion? 
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Mr. BILIRAKIS. Please do. 

Mr. COBURN. It really kind of changes the subject, but in part of 
your answer, you alluded to the increasing number of uninsured, 
and in the same breath, you talked about managed care. Do you 
have a connection between managed care and the increased num- 
ber of uninsured that I am not aware of? 

Mr. Lee. I would — and again, this is a personal opinion because 
I do not have the statistics in my head — ^ir you go back to 1975, 11 

Sercent of the population of the United States was uninsured, 
ince then, there has been a steady increase in the number of un- 
insured. Many people feel that ¥dth the development of managed 
care, ¥dth emplovers trying to contain costs — and it looks like in 
1994 and 1995, tnat has benin to happen in a very significant way. 

What have they done? They have reduced the oenefits for their 
employees, and they have dropped dependents, which has increased 
the number of uninsured. And in the last 3 years, those numbers 
have ffone up 1 million a year. 

So I would say that there is certainly circumstantial evidence 
that the development of managed care in the private sector has in- 
creased the number of uninsured. In the public sector in Medicaid, 
some States like Tennessee have tried to extend coverage with 
managed care, and in Oregon, they have tried to extend coverage 
to the uninsured, so there has been a different response in the pub- 
lic sector and the private sector. Although States now are not pro- 
Eosing in their waivers to extend Medicaid to more iminsured, that 
as stopped, there are more uninsured coming as a result of these 
managed care plans in the private sector. 

Mr. COBURN. Two little follow-ups: (1) what do you predict for 
the next 2 or 3 years given your vast experience; and (2) has not 
the marked rise in the cost of care and medicine been probably the 
underlying precipitating factor for what you just described, rather 
than managed care? 

Mr. Lee. Your question is absolutely correct. I was talking yes- 
terday with Eli Ginsburg, who is 85 years old, but one of the most 
distinguished medical economists and has been right more often 
than most of us over many, many years. He told me yesterday that 
he has been looking at New York City, and the number of poor peo- 
ple in New York City has gone down by 500,000. In the last 30 
{rears, the expenditure for medical care have increased from $3 bil- 
ion to $44 billion. 

Why can't we do this? It is largely the cost— not managed care 
in and of itself— it is that the costs have gotten so high and so dif- 
ficult to manage. 

Mr. BiLiRAKis. Well, and yet. Doctor, it is happening, and we the 
Congress have not really tackled the problem. We have not tried 
to tackle the problem. In fact we have, in one sense, over a period 
of years, compounded it by virtue of additional mandated benefits — 
you know the stories; many of the States have had to come up with 
creative ways to raise their matching funds and that sort of thing. 

Well, Mister roving Ambassador, roving assistant Secretary of 
State or whatever it is, our congratulations and commendations 
again, Billy. Do you have anything of Dr. Lee? 

Mr. Richardson. Thank you, Mr. Chairman, and I would first 
ask that I be allowed to include. a written statement for the record. 



Digitized by 



Google 



22 

Mr. BiLlRAKlS. Without objection. 

[The prepared statement and attachment of Hon. Bill Richardson 
follows:] 

Prepared Statement of Hon. Bill Richardson, a Representative in Congress 
FROM the State of New Mexico 

Mr. Chairman. As you may know, I have introduced legislation, H.R. 3 ISO, to re- 
authorize Community Health Centers, Migrant Health Centers, Health Care for the 
Homeless, and Health Caie in Public Housing Projects. 

First, I would like to thank the Chairman for having this important hearing and 
I would hope that the committee will proceed in reauthorizing these important Pub- 
lic Health Centers this year. 

Health Center Programs have been highly successful in delivering primary health 
care to the nation's most needy inner dty and remote rural cu*eas over the last 30 
years. 

These centers have improved health, have high confidence ratings from the people 
they serve, and have produced federal savings by lessening the use of more expen- 
sive federal provided health care. 

In New Mexico, federal health centers serve over 150,000 patients each year. My 
state has 56 clinics in 27 of our 33 counties. In most aieas these clinics aie the sole 
providers of health care in the county. These clinics are usually also the only provid- 
ers with a sliding fee scale, which means they provide both geographic and economic 
access to health care for many uninsured or geographically isolated New Mexicans. 

Community health programs are a vital part of health deliveiy to underserved 
communities across the country and a model of a federal program that works. 

However, over the last 30 years the health care industry in our country has un- 
dergone significant changes. This is why I believe we must — ^through reauthoriza- 
tion---give the Health Center Programs the flexibility and streamlined efficiency to 
survive in today's health care marketplace. 

My bill, H.R. 3180 would consolidate Community Health Centers, Migrant Health 
Centers, Health Care for the Homeless and Health Caie in Public Housing Projects 
under one authority as requested by the Administration. 

This authority would support the continued development and operation of local, 
community-based systems of health care to address the needs of medically under- 
served communities and vulnerable populations. 

At the same time, my legislation fi*ees these centers fix>m unnecessary and bur- 
densome requirements. H.R. 3180 will: (1) make the grant process more flexible, 
simpler, streamlined and less burdensome for communities receiving health center 
awards; (2) reduce the federal administrative costs associated with administering 
the programs; and (3) assure continued federal support — ^in these times of tight 
budgets — ^for health centers by consolidating the func&ig previously requested under 
separate authorities. 

In addition, my legislation addresses the rapid eiroansion of managed care and 
gives our health centers the ability to compete in today's health care marketplace. 
H.R. 3081 will create grants for health centers to plan and develop networks with 
health maintenance organizations or form their own networks with other physicians 
and hospitals. 

Further my bill would reauthorize the **Rural Health Outreach, Network Develop- 
ment, and Telemedicine Grant Program" to focus on the development of coordinated, 
integrated health care delivery systems in rural areas using advanced technologies 

I understand from talking to community health centers that they have formulated 
a new plan to leverage private sector dollars to finance construction and renovation 
of outdated facilities. Although these provisions are not included in my bill, I am 
fully supportive of these efforts and I look forward to hearing more about those 
plans fix>m our witnesses today. 

I believe H.R. 3081 is the most comprehensive approach to reauthorizing public 
health centers. Identical legislation has been introduced by Senator Kassebaum in 
tiie other body and has been approved by the Senate Committee on Labor and 
Human Resources. My legislation has the support of the public health centers and 
would allow our public health centers to continue providing top quality services to 
some of America's most underserved populations. 
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Mr. Richardson. Dr. Lee, I have a bill that not only reauthorizes 
the community health centers, the migrant health centers, the 
health care for the homeless program and the public housing 
projects and the health care in that, but it basically consolidates 
them into one entity besides reforming some of the grant process, 
there have been some concerns that the grant process has been a 
bit inflexible, reduces the Federal administrative cost in the pro- 
gram, but it basically ensures continued Federal support. 

I wondered if you had seen this legislation, and if so, if you 
would support it. 

Mr. Lee. As I understand it, H.R. 3081 is basically identical to 
what the Senate Labor and Human Resources Committee has 
moved to the Senate, and we certainly do support that approach 
and support that legislation as you have proposed it. 

Mr. Richardson. Then I will talk to you about FDA reform. 

Mr. BILIRAKIS. The gentleman's time has expired. 

Mr. Upton? 

Mr. Upton. No questions. 

Mr. BILIRAKIS. Dr. Lee and gentlemen, thank you very much for 
coming this morning. You have been very helpful. 

Mr. Lee. Mr. Chairman, thank you very much. 

Mr. BILIRAKIS. Thanks for waiting. 

The next panel includes Ms. Velma Hendershott, Chief Executive 
Office of InterCare Community Health Network in Bangor, Michi- 
gan; Mr. John S. Gustafson, Executive Director of the National As- 
sociation of State Alcohol and Drug Abuse Directors here in Wash- 
ington; Dr. James O'Connell, Director of the Boston Health Care 
for the Homeless Program out of Boston; and Dr. Robert W. Glover, 
Executive Director of the National Association of State Mental 
Health Directors, Alexandria, Virginia. 

I know that Mr. Upton would like to personally introduce to us 
Ms. Hendershott. 

Fred? 

Mr. Upton. Thank you, Mr. Chairman. 

I hope that over the years I have been viewed as a very strong 
supporter of community health systems, and some might think it 
was just because I joined this subcommittee, and you took me 
under your wing, and it was your influence that got me to that des- 
tination. I must confess that it was really my witnessing the fine 
work that Ms. Hendershott has done in their facility in Bangor, 
which stretches over a number of counties in southwestern Michi- 
gan, which brought me to be such a strong supporter of the com- 
munity health service network that she does and the folks in our 
State as well. 

I am delighted to join all of our subcommittee in welcoming her 
testimony this morning. 

Thank you, Mr. Chairman. 

Mr. BILIRAKIS. Thank you, Fred. I think all of our good feelings 
for community and migrant health centers come from personal ex- 
perience, if you will, seeing them work in our community areas. 

Why don't we just go ahead and start off with you, Ms. 
Hendershott? The 5-minute rule is in effect, but obviously, if you 
need a little more time, just let us know. 
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8TATE MEN T8 OFVELMA HENDERSHOTT, CHIEF E XECU TIVE 
OFFICER, INTERCABE COMMUNITY HEALTH NETWORK; 
JOHN 8. GU8TAF80N, EXECUTIVE DIRECTOR, NATIONAL AS- 
SOCIATION OF STATE ALCOHOL AND DRUG ABUSE DIREC- 
TORS, TSC4 JAMES O'CONNELL, DIRECTOR, BOSTON HEALTH 
CARE FOR THE HOMELESS PROGRAM; AND ROBERT W. 
GLOVER, EXECUTIVE DIRECTOR, NATIONAL ASSOCIATION 
OF STATE MENTAL HEALTH PROGRAM DIRECTORS 

Mb. Hendershott. Mr. Chairman and other members of the sub- 
committee, my name is Velma Hendershott, and I am the chief ex- 
ecutive officer of InterCare Community Health Network, a multi- 
site, federally assisted community and migrant health center lo- 
cate in southwestern Michiran. 

My representative is Fred Upton, and I want to acknowledge and 
thank him on behalf of the health centers for his diligent efforts 
and his enduring support of our programs. 

I am here toaay to urge you to move ouickly to reauthorize the 
Federal health center grant programs. My testimony today will 
focus on three areas: (1) healtn centers provide real value because 
we provide access to Quality health services at low cost for millions 
of Americans; (2) health centers are actively participating in man- 
aged care by contracting ¥dth managed care plans. States, and oth- 
ers to provide health care services to publicly and privatelv insured 
indiviauals in medically undeserved areas; and (3) health centers 
support a 6-year reauthorization of the grant programs with var- 
ious improvements to enhance the efficient administration and 
oversight of our delivery of health services to the poor and the 
undeserved 

The health center profprams represent three decades of Federal, 
State and local community investment in primary care infrastruc- 
ture and have long enjoyed strong bipartisan support. Nationvdde, 
2,400 local health center service sites currently aeliver preventive 
and primary health care to more than 9 million individuals. 

Of those served by health centers, 45 percent are children and 
adolescents, 30 percent are women of childbearing age, 53 percent 
are residents of rural areas, 85 percent are low-income, 6 percent 
are agricultural farm workers, and 5 percent are homeless persons. 

Hecdth centers are community-owned and operated businesses — 
professional health care organizations, which provide a comprehen- 
sive range of high-quality preventive and primary care under one 
roof, in a ''one-stop caring^ system. Health centers provide continu- 
ous care to their patiente regardless of changes in their insurance 
status or coverage. 

Each local hecdth center is unique in terms of the range of serv- 
ices it offers, each reflecting local decisions on how best to meet 
their patients' health care needs. At the same time, all of the 
health centers are subject to ongoing Federal monitoring of their 
cost-effectiveness and quality of care at a level which is more strin- 
gent than that applied to any other providers. 

Health centers are one of the best health care and taxpayer bar- 
gains around. The current Federal grant cost for each patient cared 
for by the health center is less than $100 annually; the average 
total cost is less than $300 annually. 
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Health centers clearly recognize the changes that are sweeping 
across the country's health care system and are aggressively mov- 
ing to be a part of the evolving health care system. In States and 
communities across the country, health centers have taken steps to 
form networks and full managed care plans with other local provid- 
ers, to negotiate subcontracts with other managed care plans, and 
to develop the financial, legal and business acumen necessary to 
function effectively in the new climate. As of last December, nearly 
one-third of all health centers were participating in managed care, 
with about 700,000 prepaid enroUees. 

At the same time, however, managed care poses significcmt chal- 
lenges to health centers, including inadequate payment rates and 
requirements that they assume risk for services that are beyond 
their ability to provide directly. Many health centers report that 
their attempts to form networks or health plans in order to partici- 
pate in Medicaid managed care have been thwarted due to their 
lack of available capital to underwrite the enormous cost of such 
efforts. 

Health centers request that this committee and Congress act in 
the few weeks remaining in this Congress to reauthorize and im- 
prove the health center programs. We fully support S. 1044, which 
received unanimous bipartisan approval from the Senate Labor and 
Human Resources Committee last year and is currently pending 
before the Senate. That bill would reauthorize and consolidate the 
Federal health centers programs in a new, single PHS Act author- 
ity through the year 2000, make the grant process and require- 
ments more flexible, simpliHed and streamlined, and clarify the au- 
thority to use funds for grants to develop networks and managed 
care plans. 

However, more than a year has passed since the Senate bill re- 
ceived committee approval; thus, its provisions are now a full year 
out-of-date. The Senate bill could be further improved by revisiting 
the 5-year authorization period, the first-year authorization of ap- 
propriations, and the 3-year fund allocation safeguard to reflect the 
passage of a year's time, strengthening the regijdatory relief provi- 
sions of the bill, and adding a new loan guarantee authority to en- 
able health centers to leverage private resources needed for net- 
work and health plan formation and participation. 

Health centers have survived, thrived, and been recognized as 
the outstanding providers of primary care services to low-income, 
medically undeserved, and geographically isolated individuals all 
over this country. With your help and leadership, they can continue 
to do so into the new century. 

Thank you for this opportunity. We look forward to working with 
all members of the subcommittee to see that the health center pro- 
grams are strengthened and continued. 

Mr. Chairman, if I could just respond briefly to the challenge 
that you presented 

Mr. BiLlRAKis. I had planned to ask you when we get to ques- 
tions. 

Ms. Hendershott. Okay, then, I will let you ask. Thank you. 

[The prepared statement of Velma Hendershott follows:] 
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PBEPARED arATKMENT OP VBLICA HEha>ER8IiOTr, CHIEP EXECimVE OFnCER, 
INTERCAHB COiOCUNITy HEALTH NETWORK 

Mister Chainnan and Memben of the Subeommittee: My name is Velma 
Henderahott I am the Chief Executive Officer of InterCare Community Health Net- 
work, a multi-cite federally-aaaiated community and migrant health center avatem 
located in aouthweatem Michigan. I am here today to urge you to move quickly to 
reauthofiae the ibdval health center programa, includins the community, migrant, 
and homeleaa health centen, and the health care for reaioenta of public houaing pro- 
gram. We have met and continue to meet our fundamental miaaion of providing im- 
portant health aervioea for low income and underaerved populations. 

Mv teetimony today wiU focua on three areaa: 

(1) Health centers provide real value, becauae we provide acceas to quality health 
services at low cost fiir millions of Americana. 

(2) Health centen are actively working to participate in managed care by con- 
tracting with managed care plana, statea, and others to provide health care services 
to pubSdv and privately insured individuals in medically underaerved areaa. 

(3) Health centen support a five-vear reauthorixation of the grant pro^prams with 
varioua imnrovementa to enhance the efficient administration and oversight of our 
delivery of nMlth services to the underserved. 

Health Centen Are High Quality, Low Coet, Efficient Promden 

What are health eenter$f~-The health center programs represent almost three dec- 
adea of foderal, state, and local community investment in primary care infrastruc- 
ture, and have long e n jyyed strong bipartisan support in the Congress and from 
state and local public officials, aa well aa dvic and business leaden. Health centen 
include all fodmlly assisted community, migrant, and homeless health centen, aa 
well aa other community based health centen which an deaimated aa Federally 
oualified health centen (FQHCs) under the Medican and Medicaid laws becauae 
tney meet all the requirementa applicable to health centen that receive Federal 
grant aaaistance. 

Nationwide, 2400 local health center aervice sitae cumntly deliver high quality, 
cost-effiKtive preventive and primary health can to mon than 9 million people — 
including 3.6 million Medicaid redpienta, nearly 1 million Medican benendariee, 
and 4 million people who have no healUi insurance—in urban and rural under- 
sorved commumties. Blon than 8.1 million people obtain can from health centen 
that receive ftmdinfl tnm the four prindpal lederal health center pro^prams that an 
the focua of toda/s bearing— the Community Health Centen, Migrant Health, 
Health Can for the Homeleaa, and Health Services for Residents of Public Housing 
programa. Another 1.2 million people receive can horn deaignated FQHCs that do 
not receive grant ftmda. 

The undmying goal of theae programa haa been to help communitiee and their 
people to take reqKmaibility for th«r health. Toward that end, the prognme have 
tacuitated the flow of public and private neourcee, enablinff the communitiee them- 
eelvea to eatabliah ana opente health centen and to develop innovative prosrama 
to meet the health needa of individuals in the communitiee tney serve. Health cen- 
ten have inqirofved acceea to can and have reduced health can costs, while sustain- 
inff and enhandng the quality of can provided. 

Health centen an, by law, located exdusively in rural and inner dty commu- 
nities that have been deaignated aa medically underserved areas. These areas t3rpi- 
cally have inadequate nunu>en of primaiy can providen, aa well aa other indicaton 
of poor health statue. Health centen must make their services available to all resi- 
dents of their service area (called a "catchment area'O, within the limits of their re- 
sources. Health centen an community owned and opented businesses-professional 
health can organizationa providing a comprehensive range of hisdi quality preven- 
tive and primary health can under one roof, in a "one stop caring system. We offer 
24 hour can, both for prevention and for treatment of illness or ii\jury, and in addi- 
tion provide diagnostic labontoiy and z-ny services, aa well aa prescribed medica- 
tiona. Health center clinidana make referrals to specialists, when necessary, and 
admit and follow their patienta in the hospital when necessary. 

Of theee served by health centen, 46 percent an childnn and adolescents, and 
another 30 percent an women of child-bearing age; 53 percent an residents or rural 
areaa: 86 percent an low income; 6 percent an agricultural farmworken; and 6 per- 
cent an nomeless persons. Health centers were reaponeible for the delivery of 
400,000 babiee laet year — 1 of every 6 low income babiee bom in America. 

A distinctive foatun is that the health centen an developed and run by people 
within their conununities, and an staffed and manaced by individuals who under- 
stand the needa of the people in their communities. Health center governing boards 
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are composed of loccd community leaders, such as business owners, educators and 
residents who are committed to provide access to primary health care which meets 
the needs of their community. They are working together to make a difference. 

Eadi loccd health center is unique in terms of tne range of services it offers and 
its hours of operation, reflecting loccd decisions on how Mst to meet their patients' 
health care needs. At the same time, all of the health centers are subject to ongoing 
Federal monitoring of their cost-effectiveness and quality of care at a level which 
is more stringent than that applied to any other provider. 

Health Centers Provide Services to InaividucUs who Lack Access to Care — ^Health 
centers serve medically imderserved Americans. In simplest terms, the medically 
underserved are people who cannot get care when they need it, and when it is most 
appropriate — ^to prevent the onset of a health problem or illness, or to diagnose and 
treat a condition in its earliest stages. 

Because of factors such as i>overt^ or homelessness, and other problems which 
permeate imderserved commimities, health center patients are at higher risk for se- 
rious and costly conditions (such as diabetes, h3rpertension, asthma, tuberculosis, or 
high risk pregnancies) than the general population, and require imique health serv- 
ices not t3^ically offered by traditional providers. 

Health center care is mianced by a variety of sources. The health center grant 
programs, on average, are 30 percent of a health center's budget. Medicaid accounts 
tor 32 percent, on average, or a health center's budget. Eight percent, on average, 
comes from private insurance; 7 percent from Medicaid, and 16 percent, from state 
and local government support and private donations. Every health center patient 
contributes to the cost of their care, and on average, 7 percent comes from patient 
fees. 

Health centers provide access to appropriate care for the underserved — ^For the 
medically underserved, access to care includes other factors in addition to the ability 
to visit a physician's ofi&ce. The underserved are less likely to seek or use healtn 
care services, even when they appear to be available, and are more likely to seek 
primary care services at inappropriate settings, such as hospital emergency rooms. 
Health centers clearly provide a less costly alternative, and one that is more effec- 
tive as well. 

Health centers provide a variety of innovative services to provide access to the un- 
derserved. Outreach services provide individuals and communities with information 
on the availability of appropriate services and how to obtain them, and encourage 
their use. Health centers address geographic inaccessibility, such as barriers of time 
and distance and the lack of available and affordable public or other trcmsportation 
by providing transportation services to enable patients to keep their appointments, 
both at the health center, and with specialists and hospitals. 

Health centers often organize the provision of services to provide access to care 
at times, and in locations, that take into accoimt the needs of medically underserved 
populations. For example, health centers serving agricultural farmworkers provide 
labor camp or worksite based services during evening or late night hours. For home- 
less persons, health centers provide services in homeless shelters or mobile clinics 
in vans at street comer locations. 

Many of the medically imderserved come from different cultures and have pri- 
mary fluency in languages other than Enf^lish. Health centers provide translators, 
often in several languages, to enable providers to communicate effectively with pa- 
tients, which in turn improves patient understcuiding and compliance with thera- 
peutic regimens and assures better health outcomes. 

Health centers are cost-effective and efficient — ^Health centers are one of the best 
health care and taxpayer bargains around. The combination of locally managed 
health care services delivery and consistent federal oversight has proved to be a 
winning formula. The current federal grant cost for each patient cared for by health 
centers is less than $100 annuaUy. The Public Health Service grants enable health 
centers to hire licensed or certified health care providers and establish capacity to 
serve the patients of its service area. Once that capacity is developed, healtn centers 
are able to attract both publicly and privately insured patients. Health centers pro- 
vide comprehensive services to their patients at an astonishingly low cost. The aver- 
age total cost of health center services amounts to less than $300 annually per per- 
son served. 

Dozens of studies and reports show that health centers substcmtially improve the 
health of individuals in their communities and provide care in a highly cost-effective 
manner. The impacts health centers have had on the health of individuals in their 
communities include lower hospital admission rates, shorter lengths of stay and less 
inappropriate use of emergency room services, significantly lower infant mortality 
rates and reduced incidence of low birth weight, higher childhood immunization 
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rates, and better use of preventive health services (like Pap smears), resulting in 
lower rates of preventable illnesses. 

While the cost of providing comprehensive primary and preventive care through 
a health center may be somewhat hisher than care proviaed on an episodic basis 
through other types of providers, health center primary care produces savings be- 
cause it reduces the use of specialists and inpatient hospital care. Several recent 
studies have found that Medicaid patients who regulariy use health centers cost sig- 
nificantly less than those who use private primary care providers, such as HMOs, 
hospital ou^atient units or private physicians. For instance: 

• In Washington state, health center patients were found to be 36 percent less ex- 

pensive uian patients of other primarv care providers, and lUMd 31 percent 
fewer emergency room services (WA Assn. of CHCs/Group Health or Puget 
Sound, 19d2); 

• In California, health center patients were 33% less eipensive overall (controlling 

for maternity services), ana had 27% less total hospital costs (Center for Healtn 
Policy Studies/SysteMetrics, 1993)' 

• In Maryland, health center patients had lowest total pavments; lowest ambulatory 

visit cost; lowest incidence of inpatient days; and lowest inpatient day cost. 
Health center patients were one-third as likely to be admitted on an inpatient 
basis and half as likelv to have unstable chronic medical diagnoses as patients 
of other providers (Johns Hopkins Univ School of Public Health and Hygiene, 
1993); 

• In New YoriL, health center patients were 22-30% less expensive overall, and had 

41% lower total inpatient costs. Diabetics and asthmatics who were refi;ular 
health center users nad 62% and 44% lower inpatient costs, respectively. u)en- 
ter for Health Policy Studies/S:^teMetrics, 1994). 

These findings are consistent with those firom dozen of previous studies on the 
coBt-efiectiveness and quality of care provided through the health center model, and 
in particular documenting their substantial savings to state Medicaid programs. 

fii an article in the Winter 1994 issue of the journal Health Affairs, researchers 
firom Stanford University reported their findings that nearly 9 million visits to local 
hospital emeijgency rooms— or 10 percent of tOl such visits annually — are for non- 
urgent conditions that could be treated in a primary care setting, such as a physi- 
cian's office or health center. The researchers estimated that between $5 billion and 
$7 billion would have been saved if the needed care had been provided in a more 
appropriate setting. The authors of the study also noted that their findings ''may 
be a significant underestimate of nationwide excess chariies" for such care. 

In contrast, federally-assisted health centers are providing care to some 8.1 mil- 
lion persons, and more than 36 million patient visits, today with only about 50 per- 
cent of the minimum total amount spent on unnecessary visits to emergency rooms. 
Their 1996 total operating budgets equalled just over $2.5 billion — including the 
grants, revenues ftt>m Memcaid, Medicare, private insurance, state and loccd govern- 
ment programs, private donations, and patient fees. That's 4 times the care for half 
the cost. 

Put another way, if the $5 billion of excess emergency room spending had been 
invested in the health center programs, it would have provided support for the ca- 
pacity for comprehensive health center services to more than 5() million Ameri- 
cans — virtually every imderserved American, and then some. And while it wouldn't 
buy total health care, just the most important items — ^key preventive and primary 
health care services — it would give each of those 50 million people a health care 
liome" that is based in their community and is focused on addressing their health 
care needs. 

Health Centers Are Providers of Quality Care — ^Available literature also provides 
extensive documentation of the quality and effectiveness of care offered by health 
centers, using factors such as patient health outcomes, satisfaction and health sta- 
tus of the community. These studies provide strong evidence that where there is a 
health center, the level of health of tne community is dramatically improved. Two 
recent (1994 and 1995) system- wide studies of over 2,000 Medicaid patient medical 
records in Mainland foimd that health centers scored highest among all providers 
for the proportion of their pediatric patients who had received preventive services, 
including immunizations; and that health centers consistently scored at or near the 
highest m 21 separate measures of quality assessment, even though their costs of 
care were among the lowest of the various provider types reviewed. The result is 
that health centers provide quality, comprenensive primary care to some of the 
hardest-to-reach patients in the health system at a price second to none. 

The health center model is recognized as a national model for primary care deliv- 
eiy. More than 20 percent of all centers have received accreditation firom the Joint 
Commission on Accreditation of Healthcare Organizations (JCAHO), and many of 
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these have been told that they were abeolutely outstanding and amonff tha best that 
the reviewers had ever seen. Ahnost d8 percent of the more than 6,000 heallAi center 
physicians are board-certified or eligible, and all are required to have hospital ad- 
mitting privileges. 

Heaun Centen Want to Continue to Serve— Thousands of communities across the 
country todav experience continuing acute shortages of cost-efifective preventive and 
primaiy health care service locations. At the same time, private manet and public 
efforts to control costs are making it increasingly difficult for other providere to con- 
tinue offering care to those without coverage. In this lisht, the health center pro- 
grama are today more critical than ever to the aucceea of the American health care 
system, because they are the best and most affordable and cost-effective way to get 
quality health care to those who need it most. Currently, health centers are only 
able to reach 21% of the 43 million underserved Americans who need their services. 
Health centers want to continue to work in partnership with the Federal sovem- 
ment, state governments, and local communities to provide cost-effective, hign qual- 
ity primary and preventive care, while at the same time yielding savings tor other 
parts of the health care system. 

Congress provided us a mission to expand access to health care for Americans in 
medically imderserved areas. Yesterday, the primarv challenges that faced us were 
untreated childhood illnesses such as inner ear infections and strep throat and adult 
illnesses such as diabetes and hypertension. Today, we are meeting the powing de- 
mand of individuals in loccd communities for care for acute and chrome illnesses, 
maternity services, and, in addition, re-emergent tuberculosis and other contagious 
diseases, community and family violence and associated trauma, HIV infection, teen 
pregnanc3r, and alcohol and drug abuse. We are ready to continue our partnership 
with you in responding to the needs of the citizens residing in the commimities we 
serve. 

Health Centen and Managed Care 

Health centers clearly recognize the changes that are sweeping across the coun- 
try's health care S3r8tem, ana are aggressively moving to be pi^ of the evolving 
health care system. In states and commimities across the countey, health centers 
have taken steps to form networks and fiill managed care plans with other local pro- 
viders, to negotiate subcontracts with other managed care plans, and to develop the 
financial, legal and business acumen necessary to function effectively in the new cli- 
mate. 

Managed care works best if it includes the resources and know-how of providers 
that have a history of cost-effective, quality service to Medicaid beneficiaries and 
other low income populations. Health centers do play an important role in managed 
care, because health centers, like other managed care organizations, are: 

• a first point of entry for their patients into the health care deliveiy system; 

• experienced in the management of health care costs, since they must run their 

programs within a limited annual budget; and 

• managers of care to keep their patients health and out of costly emergency rooms, 

hospitals, and specialists' offices. 

Health centers want to be active participante in Medicaid managed care pro- 
grams. We are already located in and serve the communities where redpiente live 
and, more importantly, we know how to manage their care and know the type of 
care that is necessary to serve the needs of the population. We provide comprdien- 
sive, continuous care to all our patiente, regardless of their insurance stetus or abil- 
ity to pay — ^which makes us imique and particularly valuable. Health centers form 
a vital base on which to build managed care S3rstems for low income and under- 
served populations. 

We have done quite well thus fiar in meeting the challenfres of managed care, 
achieving high levels of participation in all 20 stetes with significant Medicaid man- 
aged care programs. This participation has most often consisted of subcontracts with 
managed care plans, but nas also included the formation of health center networks 
and mil managed care plans as well. As of last December, nearly one-third of all 
health centers were participating in managed care, with about 700,000 prepaid 
managed care enrollees — a 59 percent increase over their 1993 levels. 

At uie same time, however, manap^ed care poses sigmficant challenges to health 
centers. According to tiie Bureau orPrimary Health Care, which administers the 
health center programs, more than half of the 150 health center subcontracts with 
managed care plans reviewed to date include inadequate payment rates, and more 
than one third require health centers to assume risk for services that are beyond 
their ability to provide directly. And many health centers report that their attempte 
to form networks or full managed care plans in order to directlv contract with Med- 
icaid agencies have been thwarted due to their lack of available capital to under- 
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write tbm enormous costs of such e£forts— even though the record shows conclusively 
that they could achieve significant success if they were able to do so. 

The rapid growth of mana^ care— for both Medicaid and commercially insured 
populations— poses another significant danf^er for health centers. In many commu- 
nities across tne country, centers report bemg inundated with new uninsiured popu- 
lations seeking care there, as other nearby safetv net providers are forced to restrict 
or reduce services, or to close down altogether. Over tne past 5 years, centers report 
a 29 percent increase in the number of uninsured patients served— twice the na- 
tional growth rate in the numbers of uninsured. Yet over that same period, the fed- 
eral grant fiinding received by health centers has barely kept pace with the general 
cost m living indcoL 

So the story here is one of success for health centers in recognizinff the fiiture 
and assertively moving to achieve effective participation in the newly emerging 
health care marketplace. The risk here is that Medicaid managed care may not 
work as intended if the pla^ring field is not leveled. The playing field must be leveled 
by allowing historical providers of care, such as health centers, to develop fimction- 
ing managed care systems so that their patients can have the choice of staying at 
the health center and receiving continuous care. 

Managed care offers three promises to the American health care system: improved 
access to care, better quality services, and cost control. All three are made increas- 
ingly difficult to realize with the integration of Medicaid recipients and other under- 
served populations into managed care plans. But the road to long-term managed 
care plan viability and effectiveness can be made smoother by integrating health 
centers into the new svstem, because health centers are among the most experi- 
enced and effective health care providers to these people. Health centers have much 
to ofifor managed care systems, and we stand ready to collaborate with them. 

The Health Center Progranu Should be Reauthorized and Improved 

Health centers reouest that this Committee and the Congress act in the few 
weeks remaining in tkie Congreee to reauthorize and improve tne health center pro- 
fframs. Our request covers tnree key areas: reauthorization of the program, relief 
mm bureaucratic practices and restrictive rules, and assistance to enable health 
centers to be fiill participants in managed care systems. We have been, and will con- 
tinue to fiilfill our mission of providinf^ high ouality health services to the medically 
underserved at low cost. We will continue to oring needed health care professionals 
to underserved communities, and to work in partnership with loccd community to 
fiilfill community needs and improve health outcomes of the people we serve in our 
areas. 

Health Centers Reauthorization 

We fiilly support S. 1044, the health center reauthorization bill that received 
unanimous, bipartisan approval from the Senate Labor and Human Resources Com- 
mittee last year, and wmch currently is pending before the Senate. The Senate bill 
would: 

• Reauthorize the four federal health center program authorities (community health 

centers, misrant health, health care for the homeless, and health services for 
residents of public housing) into a single new PHS Act authority through the 
year 2000, wnile assuring that resources will continue to be allocated to serve 
mrmworkers homeless populations, and public housing residents. 

• Make the erants process and requirements more flezible, simplified, and stream- 

lined and less burdensome for communities receiving health center awards, and 
decrease the number of separate grants being awarded by the individual pro- 
grams. 

• Clarify the authority to use fimds for grants to develop networks and managed 

care plans. 

As local businesses, health centers must establish long-term business and employ- 
ment plans. Health centers need the stability that comes fix)m knowing that our 
health center programs, which provide the core support for our operations and en- 
able us to have the capacity to nire clinicians and other employees, are authorized 
for five years. 

The health center programs are now jointly administered by a sin^e agency — ^the 
Bureau of Primary Health Care — and have many common characteristics, including 
the targeting of resources on areas and populations in need, a similar set of required 
services, and similar program operating stcmdards. In addition, a significant number 
of local organizations receive funds from moro than one of these progp'ams todav. 
Thus, the consolidated federal authority proposed in the Senate bill is eminently 
workable, and will lead to improved health center services through streamlined and 
consistent programmatic and operational requirements for multiple-source funded 



Digitized by 



Google 



32 

health centers, as long as it includes safeffuards to ensure the continuation of both 
a special focus and vital services to sucn key populations as farm workers and 
homeless persons and families. In addition, the bill continues the current distribu- 
tion of program funding to rural and urban areas, thus assuring continued equity 
in the services provided in both rural and urban areas. 

However, more than a year has passed since the Senate bill received Committee 
approval; thus, its provisions are now a Ml year out of date. The Senate bill could 
be further improved 6v adrustina the five-year authorization period (to make it effec- 
tive for fiecafyeare 1997-2001), oy revising the firet-vear authorization ofcmpropria- 
tions (consistent with the House-proposed level of $802 million for FY1997), and by 
adjusting the three-year fund allocation safBguara (to make it effective for fiscal years 
1997-1999), to reflect the passage of a years time. 

Relief from Restrictive Rules and Bureaucratic Practices 

Until recently, health centers' non-srant income (including income from patient 
payments, private insurance, state or local grants, Medicare or Medicaid) was sub- 
ject to the same restrictions and prohibitions as their grant income. As such, health 
centers were placed at a competitive disadvantage and faced the prospect of delayed' 
approval or denial of expenditures for vitally important purposes, severely impemng 
their ability to appropriately respond to changes in the needs and size or the popu- 
lations they serve and to effectively compete on an eaual footins with other parties 
in the new health care marketplace. We know of no other federal programs to which 
such extensive restrictions apply. S. 1044 provides relief from these regulatoiy re- 
strictions by stipulating that the restrictions that apply to a center's use of srant 
funds under the federalcost principles and the procurement and property standards 
would no lonp^r apply to the center's use of non-grant funds. We strongly support 
this aspect of the Senate bill, although the language itself could be further strength- 
ened to ensure clarity. 

Assistance to Transition to Managed Care 

The current health center law is silent on the allowable use of grant funds for 
network planning and development purposecr, including such costs as the purchase 
of data and information systems, as well as legal, financial, and other tecnnical as- 
sistance. Yet. as managed care increases across the country, health centers recog- 
nize the need to form and join integrated service networks m order to assure their 
future role in the loccd health care market. In addition, it has been exceedingly dif- 
ficult for health centers to obtain capital assistance, such as loans and loan guaran- 
tees, from private sources in the local community. 

The Senate bill addresses this issue by adding network development (including ac- 
Quisition or lease of equipment and information systems) as an allowable purpose 
for the use of grant mnds, and by encouraging the Department of Health and 
Human Services to provide enhanced techniod assistance and training to health 
centers in the development of managed care programs. However, forming such net- 
works and plans costs money, requiring an investment of between $1 million and 
$6 million tor developmental costs alone, depending on whether it is a network or 
full managed care plan, on the size of the system Ming formed, and on state licen- 
sure or certification requirements. Once formed, the networks/plans often face initial 
operating deficits, because they typically begin with a limited enrollment and yet 
must have demonstrated the capaaty— dini<»d, financial, and managerial — ^to meet 
operational requirements based on full enrollment in order to secure the necessary 
hcensure or certification firom the state. Yet precisely because they care for so many 
low income and uninsured persons, and rely on federal grants for a portion of their 
operating expenses — ^health centers do not have that kind of money in reserve, nor 
are they allowed to pledge any of their assets as collateral for a loan to cover such 
costs. Thus, key sources of such capital— local lending institutions— do not consider 
the centers sumciently credit-worthy and have not been willing to provide such un- 
secured loans without some form of credit guarantee. We urgently request that you 
seriously consider adding a new loan guarantee authority to the htmth center statute, 
to enable health centers to leverage private (not taxpayer) resources needed for infor- 
mation systems, facility improvements, meeting solvency I reserve requirements,and 
other steps necessary for network and plan formation ana participation. 

Conclusion 

Health centers have survived, thrived, and been recognized as the outstanding 
providers of primary care services to low income, mediculy underserved, and geo- 
graphically isolated individuals all over this countzy. Because of the ability to de- 
velop the capacity to provide services that is established by the grants under the 
health center profframs, health centers have been able to establish local services 
tiiat are monitored constantly to provide consistent, quality, case managed services, 
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to America's population moat in need. For more than 30 years now, they have pro- 
vided a living testament to the dreams, vision and commitment of many people who 
believed that their communities deserved cost-efifective, high quality healu care. 
With your helo and leadership, they can continue to do so into the new century. 

Thank vou tor this opportuni^ to present my views. We look forward to working 
with aU the members otthis Subcommittee and the Congress to see that the health 
center programs are strengthened and continued. 

Mr. BILIRAKIS. Thank you. 
Mr. Gustafson? 

STATEMENT OF JOHN S. GUSTAFSON 

Mr. Gustafson. Chairman Bilirakis and members of the sub- 
committee, thank you for the opportunity to testify before you 
today. 

My name is Jack Gustafson, and I am the executive director of 
the National Association of State Alcohol and Drug Abuse Direc- 
tors, NASADAD. NASADAD represents the concerns of State au- 
thorities which, in fiscal year 1994, administered over $3.9 billion 
in public fundi9 for the prevention and treatment of substance 
abuse problems. The primary Federal contribution to this $3.9 bil- 
lion was the $1.2 billion substance abuse block grant. 

NASADAD works closely with the National Governors Associa- 
tion in addressing key concerns regarding public health problems. 

NASADAD does not oppose the concept of a demonstration pro- 
sram for Performance Partnership Grants for alcohol and other 
drug services provided, however, that time is made available for 
collaborative joint planning prior to the program's announcements 
and potential implementation if the committee and the full House 
deciae that that is the way they would like to go. 

I must state now, though, Mr. Chairman, tnat the presentation 
of that demonstration concept was something that we were not 
aware of until just very, very recently. 

While some States have serious reservations about the feasibility 
of the Performance Partnership Grant concept, other States are in 
the initial stages of testing approaches and programs and data col- 
lection systems that are needed to operationalize performance out- 
come reporting. Some of these States may be willmg to work with 
the Department in a national demonstration. 

NASADAD and State alcohol and drug agencies have worked 
with the Department for the last 18 months. We were viewed as 
an important information source during the Senate Labor and 
Human Resource Committee consideration of S. 1180, the 
SAMHSA Reauthorization Flexibility, Enhancement and Consolida- 
tion Act of 1995. That is the legislation, as you know, that outlined 
the Senate-proposed PPG structure. We look forward to working 
with the House Subcommittee on Health and Environment as it de- 
velops its legislation. 

In 1995, NASADAD and its members participated in the four re- 
gional HHS hearings that were designed to solicit input from a 
broad base of constituents. As Dr. I^ testified earlier, the Na- 
tional Academy is scheduled to issue a report in the fall of 1996 
which will incorporate input from those regional meetings. We are 
anxiously awaiting the results of the National Academes findings 
and think that that needs to be the driving force and t steerage 
for where we go from here with respect to the PPG co 
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Clearly, the House has not yet had the opportunity to consider 
S. 1180. It is important that the current DHHS proposals be de- 
signed and implemented as an actual demonstration, not a phase- 
in of the PPG grants for all States and territories. We believe this 
would be premature. We would recommend that legislative lan- 
guage also specify that the demonstration is strictly voluntarv and 
that a State may elect to participate in either a mental health or 
substance abuse PPG or both, depending on the needs of that indi- 
vidual State. In addition, DHHS should not be permitted to require 
a State match of dollars as this would greatly limit the applicabil- 
ity of the demonstration. 

Congress should also indicate that the SAMHSA PPG demonstra- 
tion must be planned and implemented in partnership with the 
States and in accordance with the results of tne National Academy 
study. 

The term "'partnership" is frequently utilized, Mr. Chairman, as 
a categorization of the relationsnip between the Department and 
the States. We are in fact partners, but sometimes it is our feeling 
that we are partners maybe 4 days a week, and we would like to 
expand that to the full 7 days. 

The principles that we would espouse for following a movement 
toward the implementation of any revised Federal financing system 
are as follows, just very briefly. 

One, the PPG demonstration program should not be an add-on 
to the current block srants. waivers of existing requirements 
should be granted by the Department. The block grant currentlv 
has fully 23. separate reauirements and set-asides, some of which 
could be aptly cate^orizea as unfunded mandates. 

A true partnership between NASADAD and its member States in 
the form of consulting on form, content, funding and other consid- 
erations is an absolute requirement, in our estimation. 

It should be a true demonstration if it moves forward. States 
should be selected that are broadly representative of the national 
approach, both large and rural States, those with large resources 
available to them and those which have more modest means. 

If the demonstration moves forward, we recommend that it be 
limited to 5 States, not 10, so that adequate attention could be 
given to all those States. 

We are very concerned that any movement to a revised form of 
delivering Federal resources also protect the existing data collec- 
tion system so that there is no unintended consequence vis-a-vis 
not being able to report on the ability of States and communities 
to provide effective treatment services. The data system at present 
is quite fragile, and a dramatic change to a new svstem without 
taking into accoimt what is currently available would have very se- 
vere unintended consequences. 

Mr. BiLiRAKls. If you could summarize, please, I would appre- 
ciate it. 

Mr. GuSTAFSON. Yes, I can come to a rapid conclusion now, Mr. 
Chairman. 

In summary, we have been working in concert with the Depart- 
ment on this overall program; we have been an active participant. 
We would urge the subcommittee in its deliberations to require the 
Department to first get the results of the National Academy study 
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before a more assertive approach is taken. The current block grant 
program, contraiy to reports that may have been provided to you, 
is a fully accountable program. It takes 400 person-hours to com- 
plete the application. We think the Department can do much more 
in delivering the data and the outcomes of what has currently been 
provided by the States in the past. 

Igreatly appreciate the opportunity to be with you this morning. 

rnie prepsired statement or John S. Gustafson follows:] 

Prepared Statement op John S. Gustapson, Executive Director, National 
Association op State Alcohol and Drug Abuse Directors 

Chainnan Bilirakii and Members of the House Commerce Subcommittee on 
Health and Environment, thank you for the opportunity to testify before you today. 
My name is Jack Gustafson and I am the Eitecutive Director of the National Asso- 
ciation of State Alcohol and Druff Abuse Directors (NASADAD), whidi represents 
the ooncems of State Authorities tnat in FT94 administered over $3.9 billion of sub- 
stance abuse prevention and treatment services. The primary Federal contribution 
to this $3.9 billion is the $1.2 billion Substance Abuse Block Grant. NASADAD 
works closely with the National Governors' Association in addressing key concerns 
resarding public health programs. 

NASADAD does not oppose the concept of a demonstration program for Perform- 
ance Partnership Grants tor alcohol ana other drug services provided that adequate 
time is made available for collaborative joint planning prior to the program's an- 
nouncement. While some States have serious reservations about the feasibility of 
the PPG concept, other States are in the initial stages of testing approaches, pro- 
grams, and data collection systems that are needed to operationalize performance 
outcome reporting. Some of these States ma^ be willing to work with the Depart- 
ment of Health and Human Services (DHHS) in a national demonstration. 

NASADAD and State Alcohol and Drug Agencies have worked with DHHS on the 
Performance Partnership Grant (PPG) proposal over the past 18 months. NASADAD 
was viewed an important information source during the Senate Labor and Human 
Resources Committee consideration of S. 1180, the aAMHSA Reauthorization, Flexi- 
bility Enhancement and Consolidation Act of 1996, that outlines the Senate oro- 
poeed PPG structure. We look forward to working with the House Commerce Sub- 
committee on Health and Environment as it develops its legislation. 

In 1996, NASADAD and its Members participated in four regional DHHS hear- 
ings that were designed to solicit input from a oroad base of constituents to collect 
a menu of objectives and related data measures. The National Academy of Sciences 
(NAS) is scheduled to issue a report in the fall of 1996 which will incorporate input 
from the regional meetings with its technical review and provide a comprehensive 
analysis of the feasibility of measuring objectives with current data systems. At- 
tached to this testimony is a copy of tne Mission Statement of the Committee on 
National Statistics of the National Academy of Sciences — ^National Research Coimdl 
as well as a list of the expert panel that have helped to prepare the report. 

Since the House has not had the opportunity to consider S. 1180, it is important 
that the current DHHS proposal be desip^ed and implemented as an actual dem- 
onstration and not a phase-m of the Per^rmance Partnership Grants for all States 
and Territories. Legislative language must also specify that the demonstration is 
strictly volimtary and that a State may elect to participate in a mental health, a 
substance abuse PPG, or both depending on the needs and interests of the States. 
In addition, DHHS should not be allowed to require a State match of dollars as this 
would greatly limit the applicability of the demonstration. 

Congress should also indicate mat the SAMHSA PPG demonstration must be 
planned and implemented in partnership with the States and in accordance with the 
results of the NAS report 

Principles 

While NASADAD and its Members are not opposed to a Federal-State partnership 
on performance reporting, the following set of principles must be adhered to in addi- 
tion to those mentioned above to achieve the desired results. 

1. Waivers: A SAMHSA PPG demonstration program should not be added on to 
the Substance Abuse Block Grant whidi has many set-asides, requirements, and im- 
funded mandates. Waivers of existing requirements must be granted by the Depart- 
ment of Health and Human Services to States to allow for the PPG concept to be 
tested. 
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2. Partnership: NASADAD and iU Members should be consulted regarding form, 
content, fimdinyp^, and other considerations as partners in the development and im- 
plementation of the SAMHSA PPG Demonstration Program. 

3. True Demonatration: There should be a mixture of States including those that 
are mrid, frontier, or with limited resources so that a national picture can be ob- 
tained. Tliere should also be an evaluation component. FinaUy, we recommend that 
the number of State demonstrations be limited to 6 instead of 10 so that appropriate 
attention can be directed to each State. 

4. Data: A PPG demonstration must be done so that the current national data 
reporting system for all States and Territories is protected and so that data collec- 
tion does not divert scarce resources frt>m substance abuse prevention and treat- 
ment services. 

6. Outcome Measures: Objectives must be realistic and include capacity and proc- 
ess measures as well as health outcomes. Readily accessible data systems should be 
available to measure objectives. 

Waivers Needed 

The Substance Abuse Block Grant has more set-asides, reouirements, and un- 
fimded mandates than any other public health program. The Substance Abuse Block 
Grant application itself takes over 400 person hours to complete, and attached is 
a list or over 24 significant Federal legislative set-asides and requirements that 
must be met. 

' According to the Senate report on S. 1180. PPGs would: **provide States with in- 
creased control over setting their priorities for the emenditure of grant funds and 
managing their grant programs, in exchange, both State and Federal Oovemment 
will accept greater accounM)ility for achieving results* To this end, S. 1180 repeals 
many set-asides noting that: *^hecause the PPQs are designed to ensure accountahiUty 
through State-selectea objectives and data-driven decision makinf, these provisions 
are no longer needed to assure accountcU>ility when PPOs are implementear It is an- 
ticipated that the House would have recommended additional waiver authority be- 
yond S. 1180 for a PPG program although there is general consensus that the com- 
mitment to maintain a 20% portion of the Substance Abuse Block Grant for preven- 
tion efforts would be retainea in both bodies. 

A key component of the PPG process is the negotiation between the Federal and 
State governments. Waivers are an integral element of this negotiation and must 
be broad enough to ensure that States wiO volunteer to participate. 

Partnership 

One essential element of the success of any PPG demonstration is a true partner- 
ship between the Federal and State sovemments. To achieve this, a commitment 
must be made and resources allocated to develop and maintain the partnership. In 
the development, implementation, and evaluation of a SAMHSA PpG demonstra- 
tion, DHHS should work closely not only with specific States but also with 
NASADAD as the representative of all States. 

NASADAD also urges DHHS to adopt a ''States helping States" strategy in all 
phases of this demonstration. For example, NASADAD completed a report entitled 
Review and Analysis of Alcohol and Drug Abuse Performance Agreements in Califor- 
nia, Michigan, and Orefon in 1995 that examined fiscal and program elements of 
"performance partnerships" or agreements between the State and county or regional 
entities that oeliver services. The report examined a wide range of issues across the 
three States including contract issues, performance measures, quality assurance, 
and monitorins and evaluations. One finding of these studies is that, while there 
are common elements, there are significant differences in how States design and 
manage performance reporting. 

An approach which engages NASADAD and its members will be more productive, 
provide a wider range of program and policy options, and strengthen ana build the 
Federal-State partnership. 

True Demonstration 

If the PPG program is to be implemented in all States and Territories, as is the 
intention of the DHHS, the demonstration must be designed to reflect the varying 
resources and priorities of different States. For this reason, a demonstration pro- 
gram composea only of \aige States that have resources, staff, and more sophisti- 
cated system would not be appropriate. Rural and frt>ntier States must be given spe- 
cial consideration and assistance that reflect their concerns and resource limita- 
tions. Any kind of matdi requirement would severely limit the choice of States to 
participate and invalidate the applicability of this demonstration program. 

DHHS must be prepared to provide resources to purchase necMsary training and 
technical assistance to help all State develop and implement programs and data qfs- 
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terns required for a SAMHSA PPG demonstration. Because of the need for intensive 
atart up planning and costs during the demonstration, we recommend that the pro- 
nram be limited to five States. Fiiudly, a PPG demonstration evaluation component, 
that involves NASADAD and its memoers, is essential. 

Data 

With funding from SAMHSA. NASADAD publishes an annual report entitled: 
State Resources and Services Related to Alcohol and Other Druf Problems. This re- 
port, which is unique in public health, publishes charts and individual State profiles 
that document a large number of variables related to services, facilities, and fund- 
ing. DHHS needs to address State concerns that SAMHSA PPG systems will firag- 
ment the current data reporting system that is essential for program and policy 
analjTsis. 

FinaUy the PPG demonstration must also incorporate the commitment made in 
S. 1180, which noted: "The committee believes effective substance abuse and mental 
health programs would benefit from relevant, sufficient, and effective data collection 
activities. Thus the committee recognizes that it is also vital that the State and Fed- 
eral Government gather such information as efficiently as possible so that State and 
Federal Governments do not divert scarce resources from the delivery of substance 
abuse prevention and treatment services.** 

Outcomes 

Previous analysis of Federal data that could be used to measure across 50 States 
have been discoursing. Most measure the need for services and are not designed 
to capture information at the time of discharge from alcohol and other drug treat- 
ment or in the year following discharge. Fedmd data sources which capture infor- 
mation across States and Territories, on prevention services are equally if not more 
problematic. 

Any SAMHSA PPG demonstration must be based on the commitment made in S. 
1180, which notes: **The committee recognizes thai States lack uniform data systems 
that are relevant, sufficient, and expropriate to measure substance abuse outcomes. 
Until such data are available to measure uniformly substance abuse health outcomes. 
States may select process or capacity objectives to measure.** 

The National Academy of Sciences report will be a technical one that assesses 
which measures States can use to demonstrate progress in realizing public health 
objectives. The report of this expert panel will be critical to the PPG demonstration. 

Conclusion 

Whether or not a PPG demonstration is not approved this year, NASADAD urees 
the Department of Health and Human Services to continue its efforts to help States 
move in the direction of performance partnership reportinff. The Substance Abuse 
Block Grant is one of the most accoimtable block grants in tne public health system. 
There is a wealth of knowledge to be gathered from a purposeful review of the infor- 
mation that States alread;y submit to SAMHSA. NASADAD and States are ready 
and willing to engage in discussions with DHHS regarding how to better collect and 
report outcomes. 

NASADAD urges DHHS, as Senator Kassebaum did during the authorization 
process, to work with NASADAD and its members and to make better use of the 
information that is already gathered throu^ this process as we move in the direc- 
tion of performance-based reporting. NASADAD would welcome the opportunity to 
partner with DHHS and SAMHSA in this effort. Thank you for the opportunity to 
testify. 

Mr. BiLlRAKlS. Thank you very much, Mr. Gustafson, for being 
here. 

Dr. O'Connell. 

STATEMENT OF JAMES J. O'CONNELL 

Mr. O'CONNELL. Mr. Chairman and members of the committee, 
it is indeed a privilege to be here, and I welcome the opportunity 
to speak to one of my personal concerns as well as this bill. 

I would certainly like to say that we really support the reauthor- 
ization, but what I would like to put an urgent plea in for is that 
we continue to target funding for homeless people and homeless 
programs for the fiill term of the reauthorization. And at the risk 
of sounding like I am a special interest, I have to say that I ti 
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a physician, and I have been working full-time with homeless peo- 
ple since 1985, when the Health Care for the Homeless Program 
began in Boston, and the things I have learned are not the things 
I anticipated leamine, so I may share some of these with you to 
make my argument aBout why it is so important. 

First of all, the Health Care for the Homeless Program, as you 
know, serves close to half a million people every year across the 
country, and they are very dynamic, flexible programs that are fill- 
ing in really the essentia needs that homeless people have to be 
addressed. They are dynamic, creative; they are always locally driv- 
en, and they have wonderful oversight from the Bureau of Primary 
Health Care, which is incredibly responsive to the particular needs 
that we are finding there. I think it is really important to keep that 
focus. 

In Boston, if I could speak parochially for a moment, the commu- 
nity health centers — ^we have about 26 around Boston, as you 
know; it is a really wonderful community; I kind of grew up believ- 
ing in that community, and now I am a major part of it — ^the com- 
munity health centers identified a real problem in 1984, along with 
a coalition of people in Boston, and that is that the homeless people 
in the city, living in the large shelters, living in the nooks and 
crannies, were simply not using the health centers; what they were 
doing was using the emergency rooms and the very costly places. 

So they actually conceived our program in Boston, which was to 
set up a Health Care for the Homeless Program to address specifi- 
cally those special needs of homeless people who were not making 
it to the neighborhood-based programs. 

I think it was really important because what we learned — and I 
was finishing training at that time and was not involved in the de- 
sign of the program; I was finishing at a tertiaiy care hospital, 
Mass General, and my last job was running the ICU as a senior 
resident, and with all due respect — ^I know there are several doc- 
tors on the program today— I think at the end of that training, you 
sort of feel like the world owes you something — ^I have been doing 
a lot of work for a long time, and I am going to go out and start 
running some sort of program. And I can remember my first night, 
I finished in the ICU on June 30, and on July 1, I went about 6 
blocks away and was the doctor in the Pine Street Inn Clinic, 
which is a really wonderful nurse-run clinic. I thought they were 
going to be thrilled to have a doctor, and I walked in, and the 
nurses made me sit down in the comer and said, Took, we have 
been doinff this for about 20 years without much help from doctors 
or hospitals, so sit there and watch, thank you very much." And it 
was probably the best thing that ever happened to me. 

The first thing, we had tried to run some clinics — ^we have a won- 
derful public-private thing where our clinics run out of Massachu- 
setts General Hospital and out of Boston City, which is now the 
Boston Medical Center, and we have a primary care clinic every 
day of the week, with several doctors ana several nurse practition- 
ers, and it works well, except that what we learned from the 
nurses is that we ccuinot do primary care sitting in a building, 
waiting for people to come — ^we nad to set out. 

For example, we had an afternoon clinic, and no one ever came. 
We found out when we went to the shelter that you have to stand 
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in line beginning at 1:30 in the afternoon to get your bed ticket by 
3 and your meal ticket by 4, and after you have eaten, that is the 
onlv time they will think about your health care. 

Survival on the street is a very, very difficult thins;, and paying 
attention to vour health problems is way down on tne list, much 
to my chagrin as a physician. So our clinics have to be in the 
evening because that is when we can get people to come. 

We teamed that we had to go out in vans, not vans that were 
necessarily medical, but vans that were brineinj^ food, and then 
say, 'Xian we also do some health care?** I think if you look around 
the country at the Health Care for the Homeless Programs, you 
will find them doing all sorts of dynamic and creating things, try- 
ing to reach out to people who, for whatever reason, are unable to 
access this system as we know it. 

I have also become over these 11 years more and more fascinated 
and probably confused by the dynamics between health care and 
homelessness. I truly believe that homelessness, while it is an elu- 
sive thing to really get your fingers around is a marker of just ab- 
ject and persistent poverty. So it is not at all surprising to me that 
we find m that sroup of people all of those things we know from 
public health ana history are the attendant medical and psychiatric 
and substance abuse problems that come with that poverty. 

I think we have learned now, certainly as physicians and nurse 

Eractitioners, that we are basically useless in caring for this popu- 
ition unless we work together with the really critical case man- 
agers, the nurses, the people who know how to get benefits for us, 
the housing authorities, tne people in education and job training; 
we are just one of that team. I think that is where I had to un- 
learn what I knew in the hospital, where I could write a prescrip- 
tion and be sure that somebody was going to follow throuc^h on it, 
to now being in a world where I am a critical component, out only 
one component of a much, much wider team. 

In all the discussions I have had with mv friends working in 
community health centers, what the Health Care for the Homeless 
Programs provide is predselv that flexibilitv and abilitv to reach 
out beyond the neighborhooa limits to people who are being seen 
all over. 

I know my time is up; I just want to simply plead that I think 
it is a very, very complicated problem. Seventy-five percent of the 
people we see have no insurance, onlv 18 percent have Medicaid. 
They do not fit very well into much of the system as I know it, so 
being creative and keeping a focus on this group I think is abso- 
lutelv critical. 

I thank you for the time. 

[The prepared statement of James O'Connell follows:] 

Prepared STATEifENT or James J. O'Connell, Director, Boston Health Care 
FOR THE Homeless Program 

Mr. Chairman and members of the committee: Thank you for the opportimi^ to 
speak with you about the National Health Care for the Homeless Program. Each 
year, hundreds of thousands of our neighbors benefit from the support which Con- 
gress has provided to Health Care for the Homeless proiects across this nation. I 
am here today to ur|;e that you maintain the integrity of tnis very effective program 
by reauthorizing this and other health center programs for five years. The Senate 
Labor and Human Resources Committee has alreadv taken an important step in 
this direction by approving S. 1044, the Consolidated Health Centers Act. You can 
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improve on this measure bv guarantettng that the Health Care for the Homeless 
Program receives tiffgeted nmding during the entire period of the Health Centers 
reauthorization. 

FY96 Federal appropriations consolidated fiinding for Health Care for the Home- 
less Centers, Migrant Ilealth Centers, and Community Health Centers. This is con- 
sistent with the legislation favorably reported by the Senate Labor and Human Re- 
sources Committee, which reauthorizes these programs as a Consolidated Health 
Centers Program. The Senate legislation, however, preserves targeted funding for 
each health center program as currently distributed (the National Health Care for 
the Homeless Program receives approximately 8.6% of the total appropriation), for 
only three years. We believe that targeted fundinff should be preserved for the en- 
tire five years of the reauthorization period. Even health care providers as effective 
as Community Health Centers (which comprise 48% of the Health Care for the 
Homeless grantees) cannot adequately serve homeless persons without the mon^, 
esxperUse, and personnel which a distinct National Health Care for the Homeless 
Program provides. 

We also do not oppose a careful streamlining of administrative structures via the 
consolidation of health center programs, so long as such streamlining ensures a via- 
ble national HCH support structure for managing and promoting the woriL of the 
program. We are concerned that the extraordinary needs of homdess persons, and 
the imique integrated model of care which is siiu^ar to the Health Care for the 
Homeless program, should not be overiooked in the distribution of Federal dollars 
and in the availability of technical assistance. Public Health Service staff committed 
to this Profi^;tun [and the current staff are exemplary] constitute, an important ele- 
ment of its success. 

Every night, an estimated 600,(X)0 Americans are without housing. Sleepins in 
parks, under bridges, in abandoned cars and vacant buildings, in emergenor shel- 
ters and missions, these adults and children are eroedaUy vulnerable to physical 
and mental health problems. Compared to people with stable housing, homeless per- 
sons suffer more extensively from a broad range of health problems; and homeless 
persons die at significantly younger ages than uose who are housed. 

Homelessness causes heidth problems such as fi:ostbite and dehydration. Home- 
lessness aggravates health problems such as hypertension and circulatory diseases. 
And homdessness severely complicates the treatment of health problems— where 
does the homeless person store medicines requiring refiigeration; how does the 
homeless individual with pneumonia rest and recuperate? 

Many of these problems begin because of a lack of health insurance. A 1995 study 
of the National Ilealth Care for the Homeless Program documented that 76% of 
those served had no health insurance at their first encoimter with HCH program 
staff. This lack of health insurance mandates the need for the Health Care for the 
Homeless Proeram as a cost efficient and effective method for meeting the health 
needs of homeless people. 

Providing health services to homeless individuals is a difficult, complex, and ex- 
pensive imdertaking. Not only must these services be physically and geographicaUv 
accessible, but healQi care providers must desisp services appropriate for those with 
no place to rest or wash, without calendars, clocks, or transportation, and without 
mailing addresses, telephones, and answering machines. Additionally, Health Care 
for the Homeless providers must overcome the mistrust and isolation which charac- 
terizes the lives ot those who have been thrust out of the mainstream. 

Health Care for the Homeless was organized in 1985 through the collaborative ef- 
forts of two national philanthropic institutions, the Robert Wood Johnson Founda- 
tion and the Pew Charitable Trust, and local coalitions in 19 cities. Prqjects were 
designed and implemented by these local coalitions to best serve the specific cir- 
cumstances of each community— outreach to the riverbanks of Nashville, clinics in 
small shelters in San Antonio, Boston, Milwaukee, Detroit, and Newark, mobile 
units in Birmingham, New York City and Washington, D.C., mental health outreach 
in Chicago, and care for migrant workers in Dade Coimty. These local initiatives 
demonstrated that properly (tesigned, but nontraditional, health services could reach 
very vulnerable people — ^persons with mental illness or mental retardation, people 
with addictions, those who survive imder bridp;es and in abandoned buildings — ^who 
are not usually connected with traditional institutions. 

All of these projects discovered that only an integrated model of care could ade- 
quately meet the needs of homeless persons. This model includes not only primary 
health services, but outreach, mental health and addictions services, case manaoe- 
ment and attention to meeting dients' needs in the areas of employment and edu- 
cational services, child care, transportation, dental care, translation services, and af- 
fordable housing. 
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Why is this important? Because the health problems of homeless persons present 
rignincant barriers to moving from the streets to the mainstream; because when 
hranelees individuals obtain uncompensated health care in emergency rooms, unnec- 
essaiy enuises are passed on to everyone: because untreated infectious and con- 
tasious ilmesses such as tuberculosis and HIV threaten the public health; and, fi- 
muly, because every American deserves adequate health care, mthout the outreach, 
oonm^dienaive services, case management, and attention to environmental issues 
provided by Health Care for the Homeless projects, homeless persons simply cannot 
secure the nealth care which th^ require. 

The emsting indigent care sjfstem, including rural and urban hospitals, public 
dmics, and solo practitioners, can in many cases offer primary and emei^gency 
health care to homeless individuals. But this system is overwhelmed by burgeonins 
demand associated with rising poverty rates and increasing numbers of uninsurea 
Americans. And these providm do not have the infrastructure or resources to offer 
the intemtted model or care which effective homeless health care requires. 

In 1^ Congress offidaUy recognized the efiBcacy of the Health Care for the 
Homeless model by incorporating thess prqjects into the Stewart B. McKinney 
Homeless Assistance Act. Title VI of that Act added Section 340 to the Public 
Health Services Act, thus including a health center program specifically targeted to 
tbe needs of homeless persons among the other health center programs supported 
by the Health Resources and Services Administration. Since that tune, the 19 HCH 
PFOiec ts have grown to 123 projects in 48 States, the District of Columbia, and Puer- 
to Rioo. The public/private partnerships which characterized the original projects 
ha:ve been preserved— to date, every two dollars of Federal money have been 
matched by one locally-raised dollar, and the local flavor of each project has also 
been perpetuated. The Federal Bureau of Prinuuy Health Care assures that each 
HCH prmect delivers accessible and appropriate health services, but the specific de- 
ngn of these local services is locally-aeveloped and implemented. This hsis led to a 
broad range of Drqjects^each responding to the unique needs of the community. 

In Pineuas Counts, Florida, the MoBile Medical Team works with the Suncoast 
Center fixr Community Blental Health and the Private Industry Counsel to reach 
more than 1,500 different people each year. In San Diego, the Looan Heights Family 
Health Center has invol^ thirteen agencies to offer outreach, addictions treat- 
ment, translation, and child care to more than 7,000 different persons per year. In 
Des Moines, the Broadlawns Medical Center Outreach Project operates a medical 
van to serve homeless youth and young mothers. In Brooklvn, Care for the Home- 
Ums has stationed a medical and social services team at the Bedford Stuyvesant 
Famfly Health Center. And the Family Health Center of Kalamazoo operates a fill- 
time clinic at the Blinistry's Community Center, collaboratinff with Borgess and 
Bronson Hospitals to serve more than 1,300 different oeople eacn vear. 

The legislation which created the National Health Care for the Homeless Proeram 
specified six objectives: 1) To provide primary health care and substance f3>use 
treatment in locations accessible to homeless individuals; 2) To provide 24 hour 
emergen^ healUi services to homeless people; 3) To refer homeless persons to ap- 
propriate inpatient care; 4) To assure that mental health services are available for 
those in need: 5) To conduct informational outreach to homeless individuals; and 6) 
to help establish eligibility for public benefits. Achieving these objectives is a tech- 
nical, financial, and personal cnallenge for Health Care for the Homeless staff", fixr 
the community asendes with which uiey collaborate, and for the dedicated person- 
nel of the FedersI Bureau of Primary Health Care who provide technical sssistance 
to these prqjects. At present, targets Federal dollars are a necessary, althou^ by 
no means sufficient, resource to accomplish these ends. While no one desires to cre- 
ate a separate — and ultimately imequal — system of health care restricted only to 
homdess persons, the traditional health care system, as currently structured, can- 
not achieve these ofagectives. 

In 1996, the 123 Health Care for the Homeless pnnects assisted apprazimatdy 
450,000 different individuals. These men, women, and children are of evov race and 
cdloar: they live in laife cities, in small towns, and in rural areas (in 1993, 29% of 
all IiCH prqjects dehvered primary care to homeless persons in rural areas). In 
1995, neariy 20% of those served l^ HCH projects were under the age of 20; 18% 
were older than 45. A mi^rity had no income, although a significant proportion 
wefe employed* 

Yet Hull prqjects succeed in reaching only a fraction of our neighbors who experi- 
ence homelessness each vear. A recent study estimates that between 1985 and 1990, 
9epen miUion different Americans enerienced homelessness. Until this tragic epi- 

d cunii "" ' 



demic is ended; until hospitals and cunics hire trained staff* to visit the abandoned 
buildingB and hidden all^rwajrs where homeless people lead lives of quiet denera- 
tion; until addictions treatment is as readily available as crack cocaine and dieap 
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wine; until mental health services come out of the offices and into the streets of 
eveiy community in America . . . until this time, a strong and effective Health Care 
for the Homeless Program is necessaxy. 

The U.S. Conference of Mayors reports that homelessness continues to swell in 
cities large and small. In the abeence of adequate and appropriate health care serv- 
ices, many of our homeless neighbors will be unable to achieve independence and 
self-sufficiency. With your support, the 123 projects of the National Health Care for 
the Homeless Program can continue to serve homeless individuals and communities 
across this nation. We must continue this work for Maiy L. whose daughter received 
mental health services from the Health Care for the Homeless project of the Fred- 
erick Community Center, enabling the family to benefit fix>m transitional housing: 
for Joe C. whose remaining leg was saved by the timely outreach which diminished 
the damage of frostbite; for Jesse B. whose ^de of addictions and arrest was broken 
by the patience and persistence of an HCH social worker, for the Tran family's chil- 
dren wno were rescued frtmi their broken down car and immunized against dev- 
astatinff childhood diseases; and for the hundreds of thousands of Americans for 
whom nealth and a home are only a dream. The reauthorisation of the National 
Health Care for the Homeless Pr^pram, with targeted flmding for the entire five 
year reauthorisation, will assure that for many, these dreams become reality. 

Mr. BILIRAKIS. Thank you, Dr. O'Connell. That is quite a stoiv, 
and we certainly comment you for your idealism in wanting to help 
these people. 

Dr. Glover. 

STATEMENT OF ROBERT W. GLOVER 

Mr. Glover. Mr. Chairman, members of the subcommittee, 
thank you for the opportunity to testify about the administration's 
proposal to authorize demonstration projects to evaluate the Per- 
formance Partnership Grant concept. 

My name is Bob Glover. I am executive director of the National 
Association of State Mental Health Program Directors. NASMHPD 
represents the chief mental health ofiFicials in the 55 States and 
U.S. Territories; it represents about $16 billion worth of the public 
mental health system, including the State hospitals and the com- 
munity mental nealth centers in your States. We work in coopera- 
tion with the National Governors Association to develop policies 
that help States deliver critical public mental health services to 
adults with serious mental illness and children with serious emo- 
tional disturbances. 

NASMHPD does not oppose authorizing demonstration projects 
to test PPG's. We support the idea of a partnership that includes 
States, consumers, the Federal Government and others involved in 
the public mental health system. However, we are concerned about 
the process that is undertaken to establish PPG's and seek clari- 
fication of several issues. 

In addition, we want to assure you that the Performance Part- 
nership Grant process is a true partnership. It is worth noting that 
the Department of Health and Human Services did not consult 
with the States prior to proposing the demonstration approach to 
Members of Congress. 

In our view, a true partnership must involve mutual trust and 
respect. We hope and fully expect that from now on, HHS will im- 
prove its efforts to forge a genuine partnership with the State that 
can help us better serve Americans with serious mental illness. 

While NASMHPD does not oppose the administration's effort to 
authorize a demonstration program, we loin our colleagues in 
NASADAD in questioning the rush to legislate. In fact, however, I 
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would say several States might be interested in participating in 
PPG's, and many States are already increasing their emphasis on 
outcome-based systems. By the same token, those States do not 
necessarily need the Federal Government to tell them how to ap- 

£ roach the issue, particularly when we await the assessment of the 
rational Academy of Science about States' capacity to conduct var- 
ious outcome analyses. 

NASMHPD believes that any demonstration initiative must in- 
clude the following six elements: (1) participation must be vol- 
untary; (2) the demonstration should identify the information sys- 
tem support and resources that will be required in different States 
using fPG's; (3) the demonstrations must be representative across 
States, large and small, urban and rural; (4) program evaluation 
panels should include those accountable for providing services, and 
not be overloaded with academicians, who have little understand- 
ing about fiscal, political and practical realities that confront 
States; (5) legislative language should make clear that existing set- 
asides and penalties would not apply to States electing to partici- 
{)ate in the demonstration; and (6) the program should not simply 
ock in the approach suggested by S. 1180. 

I will comment very briefly on the six points. 

Voluntary programs: PPG's are untested. Many States have 
strong reservations about their implementation. Other States are 
interested in serving as laboratories to evaluate the potential for 
PPG's to contribute to mental health system improvements. In ad- 
dition, HHS has commissioned, as you have heard, a study by the 
National Academy of Science regarding the capacity of some State 
data systems to measure outcomes. That study is not yet complete, 
and any demonstration effort should incorporate the recommenda- 
tions that come from there. 

We understand that the administration intends for PPG's to be 
voluntary. We commend them for that decision, but urge that such 
voluntariness be specifically delineated in any legislation. 

Information systems and support: States are at various stages in 
development and modernization of their information systems. Anal- 
ysis of performance objectives that tie spending on mental health 
services to actual outcomes can be highly objective and complex. 
The degree to which outcome measures are meaningful will require 
both an understanding of what it takes for States to actually 
produce the required data and a willingness to work with States 
to develop needed capacities. 

PPG's will have little relevance if States lack sufficient computer 
capacity or the resources necessary to produce relevant data. Any 
demonstration should examine these issues. Without a proper eval- 
uation of the resources necessary to implement PPG's on a larger 
scale— clearly, the administration's ultimate objective — States risk 
either being subjected to unfunded mandates in the future or face 
participation in a program that consists of unrealistic and 
unauantifiable goals. 

Next, on representation across States, as you know, each State 
is unique. While States often confront similar policy questions, 
their resources and culture may require vastly different approaches 
and solutions. In order to assess the potential for various PPG ap- 
proaches to be applied across States, any demonstration should 
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have sufficient participation by urban, rural, large and small 
States. We are worried that some of the more sophisticated States 
with larger systems may be the only ones that choose to participate 
voluntarily in the demonstration. We think there should be an ef- 
fort to in fact enhance the participation of some States, small, 
rural, who do not have those existing resources. 

A couple of ways that you mi^ht look at doing that would be to 
consider limiting the demonstration to five States and look at them 
regionally; also, perhaps look at those States representing perhaps 
a 25 percent limit of the total PPG dollars tnat are going into 
States so that you then will not have the Performance Partnership 
Grant overwhelming the entire block grant initiative. 

Hurrying to closure, I would want to make sure tiie administra- 
tion does not intend for set-asides that currently exist under the 
block grant and current law penalties for noncompliance to apply 
to the demonstration. This needs to be clarified. In addition, we are 
concerned about the possible impact on the State planning councils 
and recommend that the administration support continued 
consumer input. 

Finally, HhS should not be allowed to initiate new matching re- 

Juirements or require the States to use their own resources to fund 
PG's. States should only be required to report on the outcomes 
achieved using Federal PPG dollars. 

In conclusion, the State mental health directors understand and 
acknowledge the desirability of increasing emphasis on outcomes. 
It is absolutely appropriate to assess the outcomes that are pur- 
chased with public dollars. We must use scarce public resources ef- 
ficiiently. However, any demands made for outcome measures must 
reflect the actual ability of the States and the mental health sys- 
tem to supply such data. Any effort to ''demonstrate" the usefulness 
of PPG's snould be an actual demonstration and yield VLsefal data 
to be used to improve the design of the mental health ssrstem. It 
should not lock us into a single approach from which it becomes 
nearly impossible to withdraw. 

We desire a true partnership with Congress, the administration 
and consumers to ensure that our mental health system is the best 
it can be. A small demonstration if properly structured, and if it 
reflects public values and consumer concerns, could contribute a 
great deal to that effort. 
Thank you, Mr. Chairman. 
[The prepared statement of Robert W. Glover follows:] 

Prepared Statement op Robert W. Glover, Executive Dirbctor, National 
Association op State Mental Health Program Directors 

Mr. Chairman, members of the subcommittee, thank you for this opportunity to 
testify about the Administration's {proposal to authorize demonstration projects to 
evaluate the performance partnership grant concept. My name is Bob Glover. I am 
Executive Director of the National Association of State Mental Health Program Di- 
rectors (NASMHPD) and have been a mental health commissioner in 4 states over 
the past 24 vears. NASMHPD represents the chief mental health officials in the 56 
states and U.S. territories. We work in cooperation with the National Govemora* As- 
sociation to develop policies that help states deliver critical ptd>lic mental health 
services to adults with serious mental illness and children with serious emotional 
disturbances. 

NASMHPD does not oppose authorizing demonstration projects to test PPGs. We 
support the idea of a partnership that includes states, consumers, the Federal gov- 
ernment and others involved in the public mental heidth qrstem. However, we are 
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concerned about the process that is undertaken to establish PPGs, and seek clari- 
fication of several issues. 

In addition, we want to assure that the performance partnership srant process is 
a true partnership. It is worth noting that the Department of Health and Human 
Services did not consult with the states prior to proposing the demonstration ap- 
proach to members of Congress. Rather, we contacted HHS after it was brought to 
our attention. 

In our view, a true partnership must involve mutual trust and respect. We hope 
and fully expect that, mm now on, HHS will improve it's efforts to forge a genuine 
partnership with the states that can help us better serve Americans with serious 
mental illness. 

While NASMHPD does not oppose the Administration's effort to authorize a dem- 
onstration program on PPGs this year, we join our colleagues with the National As- 
sociation or State Alcohol and Drug Abuse Directors in questioningthe rush to le^ps- 
late. However, we have no objection to authorizing some form of PPG demonstration 
this year. In fact, several states might be interested in participating. Many states 
are already increasing their emphasis on outcome-based systems. By the same 
token, those states do not necessarily need the Federal government to tell them how 
to approach the issue, particularly when we await the assessment of the National 
Acaaemyof Science about states' capacity to conduct various outcome analyses. 

NASNWD believes that any demonstration initiative must include the following 
elements: 1. Participation must be voluntary. 2. The demonstration should identi^ 
the information system support and resources that will be required in different 
states using PPGs. 3. The demonstrations must be representative across states, 
large and small, urban and rural. 4. Program evaluation panels should include those 
accountable for providing services, and not be overloadea with academics who have 
little understanding about fiscal, political and practical realities that confront states. 
5. L^islative language should make clear that existing set-asides and penalties 
would not apply to states electing to participate in the aemonstration. 6. The pro- 
gram should not simply lock in the approach suggested by S. 1180. 

i. Voluntary Program 

PPGs are untested. Many states have strong reservations about their implementa- 
tion. Other states are interested in serving as laboratories to evaluate the potential 
for PPGs to contribute to mental health system improvements. In addition, HHS 
commissioned a study by the National Academy of Science (NAS) regarding the ca- 
pacity of state data systems to measure outcomes. That study is not yet complete. 

Given that many states are developing their own outcome-based systems, states 
should not be forced to use PPGs. In aodition, demonstration efforts should incor- 
porate the recommendations of the NAS after they are released. 

We understand that the Administration intends for PPGs to be voluntary. We 
commend them for that decision, but urge that such voluntariness be specifically de- 
lineated in any legislation. The initial HHS draft did not make this sufficiently 
clear. 

2, Information Systems & Support 

States are at various stages in developing and modernizing their information in- 
frastructure. Analysis of performance objectives that tie spending on mental health 
services to actual outcomes can be highly complex. The degree to which outcome 
measures are meaningful will require Doth an understanding of what it takes for 
states to actually produce the required data and a willingness to work with states 
to develop needed capacities. 

PPGs will have little relevance if states lack sufficient computer capacity or the 
resources necessary to produce relevant data. Any demonstration should examine 
these issues. In addition, it should incorporate the work of the NAS and work with 
states to develop appropriate recommenoations. Without a proper evaluation of the 
resources necessary to implement PPGs on a larger 8cale--clearly the Administra- 
tion's ultimate objective — states risk either being subjected to unfunded mandates 
in the future or face participation in a program that consists of unrealistic and 
unquantifiable goals. 

3. Representative Across States 

Each state is unique. While states often confront similar policy questions, their 
resources and culture may require vastly different approadies ana solutions. In 
order to assess the potential for various PpG aooroaches to be applied across states, 
any demonstration should include sufficient * nation by uii>an, rural, large ana 

small states. The states that are the m* xuuci^ id in participating in a dem- 
onstration may be states with more soph :»ted b^otems and greater resources. A 
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demonstration that only oonaists of such statat will shed little light on the capacity 
of other states to participate. 

Either this is a demonstration or if s not If the Administration wants a truly rep- 
resentative demonstration, it should develop a mechanism that will ensure if s find- 
ings reflect reality in all states. Otherwise, states that may be fiirther behind and, 
in fact, more in need of improved capacity, risk losiiy their opportunity for input. 
The authorization should require HhS to seek some form of broad-based participa- 
tion and input. 

We appreciate HHS's desire to create an uncomplicated mechanism that allows 
states smiply to elect whether the^ wish to participate. We agree with such a vol- 
untary approach. But, d^nonstration implies evaluation. Clearly, the Administra- 
tion views this as the first step toward a broader PPG promun. Therefore, the base 
firom which we are forced to work in the future should not be flawed by an unrepre- 
sentative sample. If this is trulv a demonstration, and not simply a program phase- 
in. Congress should require HHS to exert the effort to encourage a variety of states 
to participate. 

Because we only learned of this proposal late last week, we have not yet settled 
on the best approach to ensuring representative participation by states. However, 
we offer two possible options to ensure that the program remains a demonstration 
and does not simply become a de facto phase-in. 

First, the subcommittee might consider limiting the demonstration to 5 states. 
The demonstrations could be allocated on a regiomd basis or delineate the number 
of large, small urban, rural and finontier states. Such a limitation would ensure that 
the demonstrations did not overwhelm the entire program. However, such an ap- 
proach might limit the variety of states that participate, thereby reducing the infor- 
mation deaned from the demonstration effort 

Second, the subcommittee might limit the total financial percentage of the Mental 
Health Block Grant that can be devoted to PPG demonstrations. For example, if 
demonstrations were limited to 25% of program dollars, there would be more flexi- 
bility to allow for broader state participation without PPGs becoming the dominant 
portion of the program. Such a limitation could act as an incentive for HHS to seek 
participation hy smaller states. To ensure such participation, the subcommittee 
could luso re<)uire that demonstrations include a sprafied mix of states. Without one 
of these limitations, the ''demonstrations" coula encompass more than half the 
American population, become the largest part of the mental health block grant, and 
fail to oonmbute essential information relevant to many states. 

4, Program Evaluation Panels 

Program evaluations must be applicable to the situation of those required to de- 
liver services. If evaluations are merely academic discussions of ideal practices, they 
will do little to assist states in efiBdently focusing services. Therefore, it is essential 
that state agencies and service providers be heavily represented and involved in 
evaluating demonstrations. 

5, Set-Asides & Penalties 

We assume that the Administration does not intend for set-asides that currently 
exist under the Block Grant and current-law penalties for non-compliance to apply 
to the demonstration. This should be clarified. In addition, we are concerned about 
the possible impact on state planning councils, and recommend that the Administra- 
tion support continued consumer input. Finally, HHS should not be allowed to initi- 
ate new matching re<)uirements or reauire that states use their own resources to- 
fund PPG demonstrations. States should only be required to report on the outcomes 
achieved using Federal PPG flmds. 

6, No Single Approach 

The Administration has proposed using S. 1180, the SAMHSA Reauthorization, 
Flexibility Enhancement and Consolidation Act of 1995, as a template for the dem- 
onstration. However, because PPGs are untested, we should not assume that the 
Senate proposal is the best or only approach to implementation. The Senate bill can 
provide a hdpful roadmap in developing a demonstration program. But, depending 
on the knowledge gained from the demonstration, the program should be sufficiently 
flexible to allow for significant changes in approach. 

CONCLUSION 

State mental health directors understand and acknowledge the desirability of in- 
creasing emphasis on outcomes. In fact, we have been activelv engaged in our own 
efforts to design appropriate measures that can be applied by the states. 
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It is wJtmotaMj mmriate to attempt to tmmM Um outeomM that art purehaaad 
with pablk dollim. we mutt um ■carte publk reeouroet eflkientlT. Howavar, anj 
dwnanda made fir outcome meaauree must reflect the actual ability of states and 
flie mental health qrstem to supply such data. And any effort to "demonstrate" the 
ossAilneas of PPQs should be an actual demonstration and vield useftil data to be 
used to improve the design of the mental health svstem. It snould not lock in a sin- 
^ approach ftom a^iich it becomes neariy impossiDle to withdraw. 

We desire a true partnership with Conaress, the Administration and consumers 
to ensure that our mental health svstem is the best it can be. A small demonstra- 
tiim, if properly structured, and if it reflects public values and consumer concerns, 
could contribute a great deal to that effort 

Idr. BILIRAKIS. Thank you, Dr. Glover. I gather — ^maybe incor- 
rectly^ — but I gather from your teatimonv that you feel that we 
mudit be moving a little too fast on PPG' a if we juat went ahead 
ana tried to enact it into law at this point in time. la that true, 
Mr. Gustafaon, Dr. Glover? 

Bftr. GU8TAF80N. That would be our position. 

Bftr. Glover. Riffht. 

Bftr. BiLiRAKis. Okay. You seem to have the same position there. 
And you feel that five would be the best because of the reasons you 
have stated, and we have made notes to that effect. 

Mr. GUSTAPSON. Yes, sir. 

Mr. Glover. Yes. 

Mr. BlURAKlS. Dr. Glover, just very quickly on the mental health 
parity business — ^I know it concerns all of us, not just you — but we 
are all disappointed that we were not able to get it worked out in 
the health reform bill. We can go into all sorts of explanations and 
reasons, but I think the bottom line was do we want a health re- 
form bill particularly that puts into effect portability now, along 
with the fraud and abuse and the things that we think are very 
helpful, or do we want to just basically allow it to die as a result 
of this additional requirement. That was really the ultimate deter- 
mination, and this is not an indication of the Congress' feelings on 
mental health and the need for something in that regard, and I 
just wanted you to know that because I have been on the inside 
as far as that is concerned. 

Dr. O'Connell, since you have taken these terrific initiatives to 
reach out, the outreach if you will, to the homeless, are you still 
finding that a large percentage of them are going to the ER's as 
against coming in to your centers? 

Mr. O'CONNELL. I think a certain percentage is still going, but 
I think certainly in Boston, the numbers are way, way down in the 
emergency rooms, and I think it makes sense. What we have found 
is that if we can take care of people in the shelter clinics before 
their bronchitis becomes pneumonia, it keeps them from going. 

The thing I did not emphasize — and I feel a little guilty in my 
rushing through 5 minutes — ^is that I also think there is a very 
powerful economic argument here, which I think you are hinting 
at. For example, in Boston, with Governor Weld's help, we were 
looking at the problem of people coming to the emergency room, 
being admitted to the hospital with complicated problems, and then 
they cannot get out of the hospital because they nave no home sup- 

Eorts — ^thev cannot get a visiting nurse, ana they cannot get a 
ome health aide. So we started a place called the McGuinness 
House, which is basically a respite care facility for homeless people, 
which is now one of several across the country. It is a place where 
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we take people right out of the hospitals — ^and we do all the public 
hospitals and private hospitals — and interestingly, the reason why 
Governor Weld agreed to do that was that he went to the hospitals, 
and the hospitals found that indeed if they factored out homeless 
people in their statistics, their lengths of stay were not the 6.2 days 
of the regular Medicaid population or the free care population, but 
more like 17 days — ^it was three times that — and the average 
charge or cost per day was close to $1,500. So to get people into 
a better facility where we can actually do mental health services 
and substance abuse services at a fraction of that cost made a lot 
of sense. 

Mr. BnjRAKls. Where is the funding coming from for the 
McGuinness House — ^you mentioned Governor Weld — ^is part of 
State funding, or 

Mr. O'CONNELL. We use our 340 status as a Public Health Serv- 
ice — ^we do it the same way Dr. Lee said. About one-third comes . 
from Medicaid funding, one-third from some State money, and then 
we also get some money from the free care pool in the State. It is 
actually to avoid hospitalization, but we also take people away 
from the emergency room who might otherwise be going into the 
hospital because they are fragile and need to be observed, and we 
can bring them over. It is about to be a 70-bed facility. We have 
operated 50 beds for the last 3 years, but we have too long a wait- 
ing list, so we have to increase it. 

I think that things like that, if you look across the country, can 
save huge amounts of money. Ana also, the people coming in are 

generally uninsured, but it is an opportunity to concentrate on 
nding them whatever benefits are needed, connecting them to the 
mental health and substance abuse services. And we are finding , 
that about 30 percent of those people coming into that facility who 
have a mcgor medical problem — ^these are people with cancer on 
chemotherapy, we have lots of people with AIDS, we have people 
recovering from tuberculosis — ^things that are really important to 
take care of before they become very costly — ^we find that about 30 
percent of those people, we can get into housing or long-term pro- 
grams using that as the wedge into that system, so it helps us to, 
work in that way. 

Mr. BILIRAKIS. And you work well with the — ^I hate to say ''pure" 
community health centers, because you are certainly a community 
health center— but let us say Ms. Hendershott's community health 
centers— ^ou work well with those groups? 

Mr. O'CONNELL. Yes. Actually, in our family program, it is very 
interesting — when families in Boston become homeless generally 
go to neighborhood homeless shelters, but about half of the num- 
bers have to be moved out because there is not enough room in the 
community. Then, the families who tend to use the health centers 
a lot because they are neighborhood-based, when they are put in 
a motel down in Hull, which is 26 miles away, the community 
health center at Upham's Comer, for example, cannot get the out- 
reach workers or the doctors down to where those moms are; so 
what they do, then, is have our program become the outreach arm 
for them. We go out and do the health care while they are home- 
less, and then all the records go back to Upham's Comer, so when 



Digitized by 



Google 



49 

thqr move back into the community, it is all there. So we found 
that we actually woik really well together in that sense. 

Ifr. BnjRAKis. Very good. 

Mb. Hendershott, I am goine to come to you now for your re- 
sponse to my generic, if you will, question. 

Mb. Hendershott. Well, I am real excited, Mr. Chairman, about 
that challenge that you presented before us in terms of having a 
community health center in every community because, obviously, 
we are strong proponents of that model working in a very cost-ef- 
fective fiBishion. 

As an executive director of a local network, one of the areas that 
I think would need some further evaluation would tend to be in 
terms of the funding shifts, potentially. Presently, my organization 
receives about 30 percent from grants, 36 to 40 percent is Medicaid 
reimbursements, and the rest is a smattering of some State dollars, 
some Medicare dollars and patient fees. So that obviously the ma- 
jority of funds that we receive tend to be from the Medicaid pro- 
gram, so certainly those kinds of things would have to be 

Mr. BnjRAKis. But if there were not a Medicaid program as we 
now know it, you could still receive those funds, couldn't you, and 
then some, through another means — direct pay or whatever? 

Ms. Hendershott. Right, and I think tnat that would also ad- 
dress some of the other concerns that were mentioned earlier in 
terms of some of the additional enabling services that the commu- 
nity and migrant health centers are so adept at being able to pro- 
Mr. BnjRAKis. So do I gather that you agree that— you know, 
there is currently $160-plus billion in tne current fiscal year, with 
Federal and State dollars for Medicaid. You have all of those dol- 
lars, and then you have the dollars from these other programs and 
whatnots-community health care dollars, if you will, nomeless dol- 
lars, et cetera, et cetera. Do we feel that we can provide proper 
medical care for the people who need it throughout America in 
such a way that it would be more ef&cient — ^Dr. Lee made a com- 
ment here, if I did not misunderstand, about the expected decrease, 
or that some States that have received waivers have seen a de- 
crease in the number of patients whom they are serving under 
Medicaid. We were told in testimony by Governors here, Repub- 
licans as well as Democrats, and the Democrats accented, that 
under a more flexible plan, our plan in general, that they would 
be able to afford more benefits and serve more beneficiaries than 
they do not. 

DO I guess I will raise the same question to you. When you con- 
sider the overall dollars that are available — because we are not de- 
creasing the dollars in Medicaid, we are increasing the dollars — 
yes, we are trying to reduce the rate of increase because we are try- 
ing to save tne programs; otherwise, we just cannot continue to 
sustain them, and everybody tells us that. 

Ms. Hendershott. I think that if we were to look at the amount 
of dollars in terms of the bigger generation of funds, a little over 
$2.5 billion is generated through Medicaid, Medicare and some of 
the grant dollars for community and migrant health centers, and 
we service 9 million individuals; obviously, we are able to do that 
in a very cost-efficient fashion. If you were to translate those addi- 
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tional billions of dollars that you were talking about, I feel con- 
fident that we could potentially look to provide that health care to 
all of the underserved and uninsured individuals throughout this 
country. 

Mr. BILIRAKIS. Thank you. 

Are there anv otiier comments, very quickly? I know I have 
taken up more than my share of time. 

Mr. Stupak. 

Mr. Stupak. Thank you, Mr. Chairman. 

Ms. Hendershott, you identified some of the problems health cen- 
ters face that participate in managed care — ^and this goes along 
with some of the questions I had of Dr. Lee — ^which are similar to 
those that the GAO identified last year. They include being paid 
an unreasonably low capitation rate and being expected to assume 
risk for services they cannot provide. 

Even if we were to address the problem of capital needs of cen- 
ters through, for example, a loan guarantee program, I remain con- 
cerned that these problems or other problems could force health 
centers into an impossible situation where they cannot provide the 
services required by law and cannot effectively serve vulnerable 
people. 

How are the centers now coping with these matters, and how do 
you envision resolving these and other issues as more and more 
centers move into managed care arrangements? Is there a way that 
Congress can assist as you try to cope with these problems? 

Ms. Hendershott. That is a really difficult question. Obviously, 
we are also concerned as we transition into managed care, and not 
bavins had that previous experience and also having to provide all 
the additional services that you mentioned earlier in terms of the 
enabling supportive services that we are able to provide. Certainly, 
we would have to negotiate contracts to our advantage, and cer- 
tainly some additional recognition of the special needs of the types 
of populations, vulnerable populations, that we are able to provide 
service for might need to be considered in terms of those contract 
negotiations. 

Mr. Stupak. Thank you. 

Dr. O'Connell, you were talking about the homeless, and I would 
like to just follow up a little bit. You emphasized the need to have 
continued targeted tunding for health services for the homeless for 
the full period of reauthorization of health centers. If the legisla- 
tion ensures that homeless people must be included in the service 
population of the health centers, and that services must be appro- 
priated and recognize the unique needs of homeless people, why is 
it essential to have targeted funding? 

Mr. O'CONNELL. I think most of us — ^and I put myself in that cat- 
egory; when I was working at Massachusetts General Hospital, car- 
ing for a lot of homeless people, I would have told you that I was 
taking care of homeless people and that I was doing it pretty 
well — I think that what I nave learned, much to my chajpin, dur- 
ing this last decade and a few years is that taking care of someone 
who does not have a regular home where you can call him up, 
someone who is not Roing to be in one spot geographically all the 
time requires — and I could go on on that, but let me leave it 
there — ^but it requires really sophisticated knowledge of the com- 
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munity, the array of services, it requires an integrated system of 
care, and it goes across the city or the area that you are talking 
about. 

And when I talk to my community health center colleagues who 
are now actually part of the Boston HealthNet — ^which is a commu- 
nity health center thing, and we as a Health Care for the Homeless 
program are one of the primary members— one of the interesting 
conversations we always have is that the people we are caring for 
also go to all those health centers, back and forth, and there needs 
to be some overlay, I think, where there is a coordinated, inte- 
grated system of care for — ^those are relatively small numbers, now, 
when we say homeless people; it is not large numbers of people rel- 
ative to everything else — but to care for them effectively, to man- 
age their care, we need to be able to cross systems. And without 
targeted funding to say that there must be these particular ena- 
bling services — ^if that is the right thing to say— for homeless peo- 
ple, we will tend to do what I used to do, which is to try to do what 
we think in our fixed-site clinic is the best thing to do for homeless 
people coming our wav. 

Mr. Stupak. But the fixed-site clinic, if I remember your testi- 
mony earlier, really did not address their needs because you found 
that there were certain times in the afternoon when you were open, 
and they were supposed to come, but they were standing in line to 
get their ticket to be able to spend the night. 

Does the targeted funding allow you the flexibility to be creative 
in reaching out? You mentioned that they go from center to center, 
but if you are properlv going to manage them, it seems like — ^and 
I mean manage their health needs — ^it seems to me that you would 
almost have to find some way to stay with that patient to monitor 
him. And if they are homeless folks, they are very mobile in our 
society; if they go to one center and then another center, how do 
you keep that management under control? 

Mr. O'CONNELL. That is a great question, and we struggle with 
that all the time. 

Mr. Stupak. You can see that I struggle with it, too. 

Mr. O'CONNELL. What I can be very candid and tell you is that 
if I look at the patients I have been caring for over the last 12 
years, they sort of run right dovm the middle. There are some peo- 
ple who are now my primary care patients, who will call me from 
phone booths wherever they happen to show up; and now that I 
know them and have gotten the time to know them, they will come 
to the clinics wherever I say. Then, there is another group of people 
who tend to come in and out of homelessness. I think that then the 
question you are asking becomes a real struggle. That is where we 
have learned that we have to work very closely with the commu- 
nity health centers or with the private HMO's. 

And what we are learning is that — ^let me say that Monday 
night, I was out all night on the van, and the van goes all over 
town — it does not just go to one community health center area. 
There was one woman whom I have knovm for 10 years and had 
not seen in 3, who I found on a street comer. She is a Vietnam vet- 
eran, was in Danang — she was a nurse from Boston University, ac- 
tually — and she has been drinking and is real sick. I found her. 
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and she knew who I was, so I could actually get her right into 
detox because she trusted me, and she was may patient. 

I am realizing that there is something in that, and I cannot quite 
articulate it better than that, but I think it embodies what we need 
to do for that particular population that, if we do not take care of 
them, is going to cost us, 1 think, an awful lot of money in the 
IClTs and otherplaces. 

Mr. Stupak. Tiiank you, and thank you to all the members of the 
panel. It has been a very interesting morning and early afternoon. 

Thank you, Mr. Chairman. 

Mr. BlURAKis. I thank the gentleman. 

Mr. Upton. 

Mr. Upton. Again, thank you, Mr. Chairman, for this hearing. 

I wanted to go back to one of the statements that Ms. 
Hendershott eave in her statement, particularly as it related to 
some of the other comments today on tnis panel. You indicated that 
about one-third of the community health centers across the country 
are in fact involved in managed care. Tell me some of your 
thoughts as you have competed with those folks, both in Michigan 
as well as the facility that you help run. 

Ms. Hendershott. Well, it is obvious that health centers have 
to get involved in managed care. States are doing various things. 
In Michigan, 17 of the 22 community migrant health centers have 
worked toward establishing their own full managed care plan. That 
is similarly happening across other States. 

It has been real interesting to proceed with that process, and in 
fact I think we were actually going operational today with two of 
the health centers, one of them being in Kalamazoo, another one 
being in the southwest part of the State. 

Some issues and concerns related to that have been the reserves, 
the capital requirements toward systems, management informa- 
tion, capacity, et cetera, et cetera, with that. We are certainly en- 
couraging some of the loan guarantee that would enable us to come 
up with those necessary reserves and make those initial up-front 
investments. 

So in Michigan, we are moving alone. We still have a way to go 
in terms of getting all of the other health centers up to operations. 
In our part of the State, there are not a lot of other Medicaid man- 
aged care plans, although a number of them are looking to become 
formed and established. So, certainly, we will then be looking at a 
competitive situation there. 

Mr. Upton. Thank you very much again for coming. 

Thank you, Mr. Chairman. 

Mr. BILIRAKIS. Thank you, Mr. Upton. 

Ms. Hendershott, in prior legislation, we provided for provider 
service networks, provider service organizations so that providers 
could form, if they wanted to, their own managed care. The big 
problem is how to handle that in terms of should the capital re- 
quirements be required, to what degree should insurance commis- 
sioners in a State be involved, things of that nature— you know all 
that. 

In the process of doing that, I guess we did not contemplate in- 
cluding community health centers are providers, and I just asked 
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the question of staff, and I guess we did not. Should we have had? 
We probably should have. You are providers, aren't you? 

Ms. Hendershott. Exactly, exactly. 

Mr. BiLiRAKis. I do not really know what the future of that holds, 
but if we did include community health centers, which would in- 
clude your community health centers, then the capital require- 
ments conceivably may not be required, at least to the degree that 
they now are, and some of these other fences that you have got to 
jump. It would make things a lot easier, wouldn't it? 

Ms. Hendershott. Well, it tends to vary from State to State. In 
Michigan, for example, the reserve is only half a million, as op- 
posed to other States where it may be as high as $6 million. But 
even in our local area, with that $500 million reserve reguirement, 
we are having problems with some other hospitals which are con- 
cerned about contracting because the reserves are not high enough. 
So obviously, getting that reserve up to their level of comfort is an 
area that we are going to have to continue to work to address. 

Mr. BiLiRAKis. So that no matter what we may do here, you still 
may have that local problem because some hospitals may have cer- 
tain requirements 

Ms. Hendershott. But the loan situation would be able to give 
us that additional capacity. 

Mr. BILIRAKIS. That would help, yes. 

All right, thank you. 

Mr. Stupak, do you have anything further? 

Mr. Stupak. No questions, Mr. Chairman. 

Mr. BILIRAKIS. My thanks to all of you; thanks for your pa- 
tience — actually, it was not too bad; ordinarily, our hearings go 
much longer— but we apologize for the long delay. We have learned 
a lot from you. Thanks so much. 

The hearing is adjourned. 

[Whereupon, at 12:25 p.m., the subcommittee was adjourned.] 
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